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INTRODUCTION:   PLAN  OF  THE  DOCUMENT  t  /?3 

In  this  two  volume  Secretarial  Issue  Document  on  the 

Federal  coal  management  program,  the  Secretary  is         CZ^ 

asked  to  address  four  broad  questions: 

1.  Is  there  a  need  to  establish  a  Federal  coal  manage- 
ment program? 

2.  If  so,  which  of  the  seven  major  alternatives 
presented  in  the  April  30,  1979,  final  programmatic 
environmental  impact  statement  should  provide  the 
structure  for  the  program? 

3.  Within  that  structure,  what  should  be  the  program's 
policies  and  procedures? 

4.  Is  there  a  need  to  implement  the  competitive 
leasing  component  of  the  program  to  conduct  early  lease 
sales  and,  if  so,  what  should  be  the  regional  levels  of 
leasing? 

The  first  three  questions  concern  establishment 
of  a  program.   They  are  discussed  in  volume  I.   The  text 
begins  with  a  discussion  of  the  background  to  the  Secretar- 
ial Issue  Document.   Then,  questions  1  and  2  are  presented 
in  a  standard  decision  format.   For  question  3,  the  issues 
to  be  addressed  and  decisions  to  be  made  are  set  out  in 
tabular  form.   Many  of  the  issues  have  previously  been 
considered  by  the  Secretary  or  Under  Secretary.   During 
the  year  and  a  half  prior  to  publication  of  the  final 
programmatic  environmental  impact  statement  on  April  30, 
1979,  they  were  asked  to  express  preferences  among  issue 
options  presented  in  issue  papers  for  the  purpose  of 
designing  the  preferred  program  and  six  other  alternatives 
analyzed  in  the  statement.   These  issue  options  are 
presented  again  so  that  the  Secretary  can  reconsider  them 
on  the  basis  of  the  analysis  in  the  environmental  impact 
statement  and  public  comments  on  it  and  the  proposed 
regulations  published  on  March  19,  1979.   Question  3 
also  includes  new  issues  which  have  been  identified 
and  analyzed  through  the  impact  statement  and  rulemaking 
processes.   Although  the  Secretary  is  asked  to  decide 


, ,  «n(j  Managed 
Bureau  otw 

Library  ,c-*  FederaV^^L 

BW8-  f^Q  30225  ^ 


these  issues,  as  well,  in  the  tabular  format,  they  are 
discussed  in  more  detail  in  issue  papers,  similar  to 
those  prepared  for  the  earlier  decisions  of  the  Secretary 
and  Under  Secretary,  which  are  set  out  in  the  final 
section  of  volume  I. 

The  fourth  question  on  need  for  and  levels  of  leasing 
addresses  program  implementation  issues.   These  issues 
are  presented  in  volume  II.   This  volume  need  be  consulted 
only  if  the  Secretary  decides,  in  volume  I,  to  establish 
a  coal  management  program  which  contains  a  competitive 
leasing  component.   The  text  of  volume  II  is  set  out  in 
standard  decision  format  and  is  accompanied  by  an 
executive  summary. 
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VOLUME  I  -  NEED  FOR  A  PROGRAM,  PROGRAM  SELECTION 


A.   ISSUES  AND  DECISIONS 

In  this  Part  A  are  set  forth  all  the  issues  which  must 
be  considered  and  decisions  which  are  to  be  made  in 
determining  the  need  for,  and  making  the  selection  of, 
a  Federal  coal  management  program. 

1.   Background 

(a)   History 

To  place  in  perspective  the  decisions  which  are  to  be 
made  in  the  context  of  this  Secretarial  Issue  Document, 
this  section  contains  a  discussion  of  the  events  which 
have  led  to  the  Document's  preparation  and  submission 
to  the  Secretary. 

These  events  began  with  the  passage  of  the  Mineral 
Leasing  Act  of  1920,  which  altered  from  sale  to  lease 
the  manner  in  which  disposal  of  Federal  coal  could 
occur.   Prior  to  1970,  the  coal  leasing  policy  of  the 
Department  of  the  Interior  was  reactive.   Leases  were 
processed  on  a  case-by-case  basis  upon  the  request 
of  potential  lessees.   Particularly  between  1955  and 
1970,  there  was  little  consideration  given  to  the  total 
coal  reserves  under  lease,  the  need  for  additional 
leasing,  and  the  environmental  impacts  of  leasing. 

A  1970  Bureau  of  Land  Management  (BLM)  study  reported 
that  leased  coal  acreage  on  public  lands  in  six  Western 
States  -  Colorado,  New  Mexico,  North  Dakota,  Montana, 
Utah,  and  Wyoming  -  rose  sharply-  from  roughly  80,000 
acres  in  1945  to  about  788,000  acres  in  1970,  but  that 
Federal  lease  production  dropped  from  10  million  tons  of 
coal  to  7.4  million  tons  in  those  same  years.   Of  the 
total  acreage  under  lease,  over  90  percent  was  not 
producing  coal. 


As  a  result  of  the  1970  BLM  study,  the  Department 
took  a  series  of  informal  actions  that  resulted  in  no 
leases  being  issued  between  May  1971  and  February 
1973. 

The  informal  1971  moratorium  was  replaced  in  February 
1973  with  a  new  coal  leasing  policy  that  embodied 
both  short-term  and  long-term  actions.   The  long-term 
actions  were  to  develop  a  comprehensive  planning  system 
to  determine  the  size,  timing,  and  location  of  future 
coal  leases  and  to  prepare  an  environmental  impact 
statement  for  the  Department's  entire  Federal  coal 
leasing  program.   The  short-term  actions  included  a 
complete  moratorium  on  the  issuance  of  new  prospecting 
permits  and  a  near-total  moratorium  on  the  issuance  of 
new  Federal  coal  leases.   New  leases  would  be  issued  only 
to  maintain  existing  mines  or  to  supply  reserves  for 
production  in  the  near  future.   BLM  issued  instructions 
implementing  this  short-term  policy  in  July  1973.   The 
instructions  stated  that  the  decision  to  issue  new  leases 
would  be  based  upon  sufficient  indications  that  a  prospec- 
tive lessee  needs  coal  to  satisfy  an  existing  market  and 
intends  to  begin  development  within  three  years. 

Between  1974  and  April  1,  1978,  ten  leases,  covering 
30,246  acres,  were  issued;  most  were  for  extensions  of 
existing  operations.   Seven  of  these  leases  were  produc- 
ing coal  by  the  end  of  1977. 

In  May  1974,  the  Department  issued  a  draft  environmental 
impact  statement  on  a  new  coal  leasing  system,  entitled 
the  Energy  Minerals  Allocation  Recommendation  System 
(EMARS  I).   Public  comments  on  the  draft  statement 
ranged  from  support  for  the  document  to  requests  for  a 
complete  rewrite.   However,  two  areas  of  major  concern 
were  readily  apparent.   These  were  the  need  for:   (1)  a 
more  detailed  description  of  the  proposed  Federal  coal 
leasing  program;  and  (2)  further  analysis  of  whether 
additional  Federal  coal  should  be  leased  in  light  of 
the  large  acreage  and  extension  of  coal  reserves 
presently  under  lease  but  on  which  no  development  had 
taken  place. 

The  Department's  final  programmatic  environmental  impact 
statement  was  released  in  September  1975.   The  proposed 
action  in  that  statement  was  changed  from  that  in  the 
draft  statement.   EMARS  I  was  modified  and  retitled 
the  Energy  Minerals  Activity  Recommendations  System 
(EMARS  II) .   While  the  program  envisioned  in  the  draft 


statement  emphasized  Interior  Department  identification 
of  coal  reserves  to  be  considered  for  leasing,  the 
revised  EMARS  II  program  relied  more  on  annual  industry 
nominations  and  public  identification  of  areas  of 
concern.   Nominations  would  be  accepted  for  any  area, 
with  industry  providing  information  on  where  and  how 
much  coal  to  lease.   Based  on  these  nominations,  the 
Department  would  prepare  land  use  plans  and  environmental 
analyses,  resolve  or  mitigate  resource  conflicts,  and 
hold  lease  sales  if  coal  development  was  found  to  be 
compatible  with  the  environment.   The  reasons  behind 
the  changes  in  the  program  between  the  draft  and  final 
statements  were  not  provided. 

On  October  21,  1975,  the  validity  of  the  statement  was 
challenged  in  NRDC  v.  Hughes  in  the  U.S.  District  Court 
for  the  District  of  Columbia.   The  plaintiffs  argued  that 
among  the  defects  of  the  document:   it  did  not  sufficient- 
ly describe  the  EMARS  II  program;  it  failed  to  disclose 
the  reasons  for  the  changes  in  the  program  between  the 
draft  and  final  statements;  it  did  not  adequately  consider 
the  need  for  leasing  questions;  and  it  did  not  fully 
discuss  the  environmental  impacts  of  the  alternatives  or 
give  sufficient  consideration  to  energy  conservation  and 
other  energy  sources  alternatives.   The  court  ruled  on 
September  27,  1977,.  that  the  statement  was  inadequate  and 
enjoined  the  Department  from  "taking  any  steps  whatsoever 
directly  or  indirectly  to  implement  the  new  coal  leasing 
program  including  calling  for  the  nominations  of  tracts 
for  Federal  coal  leasing  and  issuing  any  leases,  except 
when  the  proposed  lease  is  required  to  maintain  an 
existing  mining  operation  at  the  present  levels  of 
production  or  is  necessary  to  provide  reserves  needed 
to  meet  existing  contracts  and  the  extent  of  the  proposed 
lease  is  not  greater  than  is  required  to  meet  these  two 
criteria  for  more  than  three  years  in  the  future."   The 
court  stated  that  the  standard  should  be  applied  to  both 
noncompetitive  preference  right  lease  applications 
and  competitive  leases. 

The  court  ordered  the  Department  to  issue  an  official 
press  release,  publish  a  notice  in  the  Federal  Register, 
and  take  other  steps  appropriate  to  receive  additional 
comments  on  the  1975  statement.   The  Department  was 
further  ordered  to  prepare  a  draft  supplement  to  the 
1975  statement,  receive  comments  on  the  supplement, 
and  prepare  a  new  final  statement.   These  documents  were 
to  discuss  the  issues  which  the  court  identified  as 
being  deficient. 


Prior  to  the  court's  decision,  both  the  Congress  and 
the  new  Administration  had  engaged  in  extensive  reviews 
of  the  Federal  coal  authorities  and  policies.   In  a 
2-year  period  (1976-1977),  the  Congress,  with  the  active 
support  of  the  new  Adminstration  (in  1977) ,  reformed  the 
statutory  base  for  the  management  of  Federal  coal  by 
enacting  the  Federal  Coal  Leasing  Amendments  Act  of 
1976,  the  Federal  Land  Policy  and  Management  Act  of  1976, 
the  Surface  Mining  Control  and  Reclamation  Act  of  1977, 
the  Department  of  Energy  Organization  Act  of  1977,  and 
the  1977  Clean  Air  Act  Amendments. 

President  Carter  provided  the  direction  for  the  new 
Administration's  coal  policy  in  two  1977  messages  to 
the  Congess.   In  April  1977,  his  Energy  Message  pre- 
sented the  National  Energy  Plan  which  called  for  a 
doubling  of  national  coal  production  by  1985  and  emphasized 
the  role  of  coal  in  diminishing  this  country's  dependence 
on  imported  oil  and  gas.   In  his  Environmental  Message 
of  the  following  month  the  President  stressed  that 
the  projected  increases  in  coal  production  can  and 
must  take  place  without  increasing  the  damage  caused  by 
traditional  coal  mining  and  consumption  practices.   The 
President  stated: 

The  newly  enacted  Coal  Leasing  Amendments  and 
the  Federal  Land  Policy  and  Management  Act 
provide  the  Secretary  of  the  Interior  with  the 
necessary  authority  to  carry  out  environmen- 
tally sound,  comprehensive  planning  for  the 
public  lands.   His  duty  now  is  to  implement  an 
affirmative  program  for  managing  coal  lands  and 
associated  resources  in  a  manner  that  fully 
protects  the  public  interest  and  respects  the 
rights  of  private  surface  owners. 

Following  this  message,  the  President,  by  memorandum  of 
May  24,  1977,  instructed  the  Secretary  of  the  Interior 
to  "manage  the  coal  leasing  program  to  assure  that  it 
can  respond  to  reasonable  production  goals  by  leasing 
only  those  areas  where  mining  is  environmentally 
acceptable  and  compatible  with  other  land  uses."   The 
President  further  directed  that  the  Department 
"scrutinize  existing  Federal  coal  leases  (and 
applications  for  preference  right  leases)  to  deter*- 
mine  whether  they  show  prospects  for  timely  develop- 
ment in  an  environmentally  acceptable  manner,  taking 
steps  as  necessary  to  deal  with  nonproducing  and 
environmentally  unsatisfactory  leases  and  applications." 


Shortly  after  assuming  office,  the  Secretary  of  the 
Interior  requested  a  review  of  the  status  of  Federal 
coal  leasing,  including  the  lack  of  new  leasing,  the 
1975  proposed  leasing  program,  the  new  statutory  base 
for  leasing,  and  the  NRDC  v.  Hughes  suit.   The  reviewers 
found  that  the  1975  program  had  been  outdated  by  the 
new  statutes  and,  furthermore,  was  not  compatible  with 
the  policy  objectives  of  the  new  Administration;  that 
the  plaintiffs'  arguments  in  the  lawsuit  were  likely 
to  prevail;  and  that  significant,  new  Federal  leasing 
probably  could  not  and,  moreover,  should  not  begin 
until  a  new  Federal  coal  management  program  which 
complies  with  the  law  and  meets  Presidential  and 
Departmental  policy  objectives  is  prepared  and  the 
need  for  renewed  leasing  is  assessed. 

Responding  to  these  findings,  the  Secretary  ordered  a 
full-scale  interagency  coal  policy  review  which,  among 
other  things,  would  assess  the  need  for  leasing  and 
initiate  the  development  of  a  new  Federal  coal  management 
program.   A  review  committee,  composed  of  the  Solicitor 
and  Assistant  Secretaries  of  the  Department  was 
formed.   The  Office  of  Coal  Leasing,  Planning,  and 
Coordination  was  established  at  the  departmental  level 
to  coordinate  the  review. 

As  part  of  this  review,  the  Department  prepared  a 
series  of  issue  papers  on  the  various  elements  which 
might  comprise  a  coal  management  program.   In  a  series 
of  decisions  beginning  in  October  1977  and  concluding 
in  March  1979  on  the  options  presented  in  each  issue 
paper,  a  preferred  Federal  coal  management  program  was 
selected.   Because  the  Department's  preferred  program 
alternative  was  no  longer  the  EMARS  II  program  described 
in  the  1975  statement  and  because  there  have  been 
significant  changes  in  statutory  and  Presidental 
policy  and  in  available  data,  particularly  as  to  the 
need  for  new  coal  leasing,  the  Department  decided  not 
to  prepare  a  supplement  to  the  original  environmental 
impact  statement  as  the  court  had  ordered  but  to  write 
a  new  statement.   The  Department  has,  thus,  exceeded 
the  court's  requirements  by  preparing  an  entirely 
new,  comprehensive  statement  instead  of  a  supplement. 

Although  the  Department  initially  filed  a  notice  of 
appeal  of  the  court's  decision,  the  District  Court 
approved  a  settlement  of  the  case  on  June  14,  1978.   The 
amended  order  permitted  substantially  more  leasing  before 


issuance  of  the  new  programmatic  environmental  impact 
statement  than  would  have  been  allowed  under  the  court's 
initial  standards.   The  standards  will  remain  in  effect 
until  the  Secretary  makes  his  decisions  on  the  adoption 
of  a  Federal  coal  management  program. 

The  agreement  embodied  in  the  amended  order  permits 
leasing  under  any  of  five  standards:   by-pass  leases, 
employment  leases,  ERDA  project  leases,  lease  exchanges, 
and  seven  specified  hardship  leases.   The  agreement 
allows  the  processing  but  not  issuance  of  the  20  noncompe- 
titive (preference  right)  lease  applications  having  the 
least  environmental  impact.   Finally,  the  Department  was 
permitted  to  process,  but  not  issue,  a  lease  based  on  an 
application  by  the  Edison  Development  Corporation. 
The  Department  has  held  14  sales  under  the  court  order 
since  its  June  amendment  involving  69.69  million  tons  of 
coal. 

The  Department  issued  its  draft  and  final  programmatic 
environmental  impact  statements  for  the  Federal  coal 
management  program  on  December  15,  1978,  and  April  30, 
1979.   The  major  conclusions  in  and  comments  on  the  final 
statement  are  discussed  at  various  points  in  this  Document 

The  draft  statement  also  included  example  regulations 
based  on  the  preferred  program  description.   On  March  19, 
1979,  the  Bureau  of  Land  Management  issued  a  proposed 
rulemaking  for  coal  management  based,  in  part,  on  comments 
received  on  the  draft  statement.   The  comment  period  for 
these  regulations  closed  May  18th.   Major  comments 
received  on  the  proposed  regulations  are  available 
for  review  during  this  decision  process  and  a  summary 
of  the  comments  will  be  circulated  with  this  Document. 

Thus,  an  8-year  history  of  stops,  starts,  and  restarts 
in  Federal  coal  policymaking  and  of  administratively  and 
judicially  imposed  moratoria  on  Federal  coal  leasing 
reaches  its  conclusion  with  the  decisions  put  before  the 
Department  in  this  Document. 


b)   Communication  With,  and  Comments  From, Interested 
Parties  During  the  Coal  Policy  Review 

The  coal  policy  review  process  has  been  well  received  ' 
by  all  parties  concerned  with  coal  development.   All 
papers,  often  including  drafts,  have  been  made  available 
to  the  public.   The  Secretary;  Under  Secretary;  Assistant 
Secretary  -  Land  and  Water  Resources;  and  staff  of  the 
Solicitor's  Office,  the  Office  of  Coal  Leasing,  Planning, 
and  Coordination  and  BLM's  Office  of  Coal  Management 
have  met  on  numerous  occasions  with  interested  parties. 
Briefings  have  been  held  for  representatives  of  all 
the  various  interest  groups  and  a  series  of  workshops 
for  the  public  were  held  throughout  the  western  coal 
fields  and  selected  midwestern  and  eastern  sites. 
Finally,  special  efforts  have  been  made  to  meet  with 
State  Governors'  representatives  periodically  throughout 
the  review  process.   As  a  result,  there  is  unanimity 
among  all  parties  that  the  Department's  review  has 
been  unusually  open  and  accessible  to  the  public. 

The  final  programmatic  environmental  impact  statement 
has  also  received  high  marks  from  most  parties.   The 
Environmental  Protection  Agency,  the  agency  respon- 
sible for  governmentwide  review  of  impact  statements, 
stated  the  document  "sets  an  excellent  example  for 
others  to  follow  in  producing  a  quality  analysis  of  a 
highly  complex  program  of  resources  management." 

Needless  to  say,  the  comments  on  the  preferred  program, 
as  presented  in  the  programmatic  EIS  and  proposed 
regulations,  have  not  been  as  uniformly  complimentary. 
Except  for  a  few  concerns  (particularly  about  the 
modelling  techniques  and  assumptions  employed  by  DOE  in 
setting  production  goals  and  the  need  for  additional 
and  more  stringent  unsuitability  criteria  and  more 
aggressive  criteria  application  procedures) ,  environmen- 
talists have  consistently  praised  the  policies  and 
procedures  as  they  would  be  employed  in  the  preferred 
program  once  it  reaches  maturity.   They  do  have 
significant  reservations  about  the  need  for  leasing 
decision  the  Secretary  will  make  in  volume  II  and  the 
subsequent  leasing  decisions  he  would  make  over  the 
next  few  years.   Some  do  not  believe  the  need  for 
leasing  has  been  demonstrated.  Moreover,  they  are 
deeply  concerned  about  the  procedures  which  would 
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be  employed  in  the  early  start-up  years  of  the  program, 
if  the  need' for  leasing  decisions  call  for  leasing 
prior  to  completion  of  new  land  use  plans  under 
Federal  Land  Policy  and  Management  Act  regulations 
(1985  at  the  earliest) .   They  believe  that  many 
existing  land  use  plans  are  based  on  inadequate 
inventory  data;  did  not  include  sufficiently  rigorous, 
interdisciplinary  analysis;  provided  inadequate  public 
participation  opportunities;  and,  in  some  cases, 
favored  coal  development  contrary  to  the  multiple  use 
principle. 

The  focus  of  the  coal  industry's  concerns  is  the 
reverse  of  the  environmentalists',  as  the  companies 
have  heavily  critiqued  the  mature  program  and  paid  much 
less  attention  to  the  start-up  consideration.   Their 
concerns  can  be  grouped  in  five  principal  categories: 
First,  they  maintain  that  certain  economic  considerations 
would  be  improperly  made  in  the  program.   They  believe 
to  be  erroneous  the  proposed  definition  of  maximum 
economic  recovery  in  the  preferred  program  and  the 
method  the  Department  uses  to  determine  fair  market 
value.   Second,  they  are  disturbed  by  what  they  regard 
as  reduced  access  to  the  coal  decisionmaking  process, 
particularly  during  land  use  planning.   Third,  they  are 
troubled  by  the  unsuitability  criteria.   They  believe 
them  to  be  too  stringent;  they  are  opposed  to  the  use 
of  discretionary  criteria;  and,  like  the  environmenta- 
lists, they  wish  to  give  more  finality  to  the  unsuita- 
bility decisions.   (However,  unlike  the  environmentalists, 
they  believe  finality  may  come  only  later  in  the  process 
and,  to  the  extent  that  is  so,  they  oppose  earlier 
application  of  the  criteria.)   Fourth,  they,  too,  are 
worried  about  the  DOE  model  and  use  of  production 
goals.   Whereas  the  environmentalists  fear  overleasing 
as  the  result  of  dependence  on  the  model  and  the  goals, 
industry  foresees  the  possibility  of  underleasing. 
Fifth,  they  are  troubled  by  the  complexity  of  the 
program  and  worry  whether  it  can  be  implemented  in  a 
timely  manner.   To  the  extent  that  the  complexity  is 
caused  by  statutory  requirements,  the  coal  industry 
would  seek  statutory  changes. 

As  a  result  of  the  Department's  special  efforts  to 
consult  with  the  States,  the  States'  responses  have 
been  largely  favorable.   The  principal  State  concerns 
are  with  the  DOE  model  and  use  of  production  goals 
(fear  of  impreciseness,  with  certain  States  troubled  by 
possible  overleasing,  others  by  possible  underleasing) 
and  the  complexity  of  the  program  from  the  standpoint 
of  BLM's  personnel  and  budgetary  resources  to  make  it 
work  and  possible  secondary  impacts  on  State  budgets. 


c) .   The  Decisions  To  Be  Made 

A  principal  task  of  the  interagency  coal  policy  review 
was  the  development  of  a  preferred  Federal  coal  management 
program  and  other  alternatives  to  be  analyzed  in  the 
programmatic  environmental  impact  statement.   The 
process  of  developing  the  alternatives  began  in  October 
1977  and  continued  through  March  1979.   The  first  step 
in  the  process  was  the  convening  of  task  forces  of 
coal,  land  use  planning,  wildlife  and  other  specialists 
from  appropriate  Interior  agencies,  and  in  certain 
instances,  from  the  Forest  Service  and  the  Office  of 
Leasing  Policy  Development  in  the  Department  of  Energy, 
to  study,  and  make  recommendations  in,  specific  issue 
areas.   The  task  forces  produced  background  papers  from 
which  concise  issue  papers  setting  forth  various  policy 
options  were  prepared  by  the  Office  of  Coal  Leasing, 
Planning,  and  Coordination  (OCLPC) .   After  circulating 
the  issue  papers  among,  and  meeting  with,  the  Assistant 
Secretaries  and  the  Solicitor  to  review  their  views  and 
recommendations,  the  Secretary  or  Under  Secretary 
selected  the  option  he  preferred  under  each  issue 
presented  to  him  in  the  issue  paper  or  papers  then 
under  consideration. 

The  preferred  program  and  six  program  alternatives 
analyzed  in  the  final  programmatic  environmental  impact 
statement  issued  on  April  30,  1979,  were  designed  by 
OCLPC  from  the  seven  options  presented  to  the  Secretary 
on  June  30,  1978,  concerning  the  issue  of  how,  and  by 
whom,  should  the  need  for  leasing  and  levels  of  leasing 
be  determined.   The  option  preferred  by  the  Secretary 
became  the  structure  for  the  preferred  program  (which 
was  also  presented  in  the  form  of  draft  regulations  on 
December  15,  1978,  and  proposed  regulations  on  March  19, 
1979) ;  the  six  options  not  preferred  became  the  basis  of 
the  other  six  program  alternatives.   The  options 
preferred  by  the  Secretary  or  Under  Secretary  under  the 
numerous  other  policy  and  procedural  issues  presented 
to  them  were  incorporated  in  the  preferred  program. 
Many  of  these  preferred  options  could  also  be  designed 
into  most,  if  not  all,  of  the  other  six  broad  structural 
alternatives. 
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However,  the  options  not  preferred  under  each  issue 
could  be  substituted  for  the  preferred  options  in 
several  of  those  program  alternatives.   Accordingly, 
all  the  options  under  major  issues  were  analyzed 
separately  from  the  analysis  of  the  seven  program 
alternatives  in  the  programmatic  EIS.   In  addition,  new 
issues  and  new  issue  options  which  have  arisen  during 
the  environmental  impact  statement  and  rulemaking 
processes  have  been  analyzed  by  Departmental  task 
forces  or  the  OCLPC. 

The  Secretary  is  asked  to  consider  both  the  old  and  new 
issues  and  issue  options  and  make  decisions  in  a 
manner  similar  to  those  preliminary  decisions  reached 
earlier  in  the  coal  policy  review  in  this  volume  of 
the  Secretarial  Issue  Document. 

First,  section  2  presents  for  the  Secretary's  considera- 
tion a  discussion  of  the  issue  whether  a  Federal  coal 
management  program  is  needed  and  should  be  established. 

Second,  should  the  Secretary  determine  that  a  program 
must  be  established,  section  3  contains  a  discussion  of 
the  seven  broad  structural  alternatives  for  such  a 
program  as  they  were  presented  in  the  final  programmatic 
environmental  impact  statement  and  the  principal 
environmental  impacts  associated  with  each  alternative, 
as  analyzed  in  that  statement.   At  the  conclusion  of 
the  section,  the  Secretary  is  asked  to  select  one  of 
the  alternative  Federal  coal  management  programs. 

Third,  the  Secretary  will  then  be  asked  to  decide  upon 
the  various  policies  and  procedures  of  the  program  in 
section  4.   This  section  is  divided  into  three  columns. 
In  the  first  column  is  a  lengthy  description  of  the 
preferred  program.   In  the  second  column,  four  items 
are  set  forth: 

(1)  The  similarities  and  differences  between  the 
components,  and  between  the  procedures  in  each 
component,  of  the  preferred  program  and  the  six 
other  structural  alternatives  are  discussed. 

(2)  Each  issue  and  the  full  set  of  options  there- 
under which  the  Secretary  or  Under  Secretary  has 
previously  considered  are  presented  opposite  the 
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first  mention  of  the  option  preferred  by  the 
Secretary  or  Under  Secretary  in  the  program 
description  in  the  first  column.   The  initial 
consideration  of  these  issues  and  issue  options 
was  for  the  purpose  of  developing  alternatives  for 
analysis  in  the  programmatic  environmental  impact 
statement.   Accordingly,  these  issues  and  issue 
options  must  be  considered  again  in  this  document 
as  program  decisions  and  in  light  of  the  environmen- 
tal impact  analyses  in  the  programmatic  statement, 
the  comments  on  the  statement,  and  the  comments  on 
the  proposed  regulations. 

Under  each  major  issue,  the  issue  paper  is  cited, 
each  option  and  an  abbreviated  statement  of  the 
pros  and  cons  for  each  option  is  presented,  and 
those  pages  of  the  final  programmatic  statement 
which  contain  an  environmental  impact  analysis  of 
the  issue  are  identified. 

(3)   The  new  issue  areas,  or  new  options  under 
existing  issue  areas,  are  also  identified  and 
presented.   These  issues  or  issue  options  were 
developed  either  by  24  inter-agency  task  forces 
assigned  to  look  at  various  procedural  or  sub- 
stantive details  of  the  preferred  program  and 
other  alternatives  or  by  OCLPC  on  the  basis  of 
comments  received  on  the  draft  programmatic 
statements  and  the  draft  regulations.   Fourteen 
new  issue  areas  have  been  selected  for  the 
Secretary's  attention.   In  addition,  two  issue 
areas  considered  previously  —  unsuitability 
criteria  and  maximum  economic  recovery  —  are 
presented  again  with  new  analysis  because  of  the 
volume  of  comments  the  Department  has  received  on 
them,  both  from  elsewhere  within,  and  from 
outside,  the  Federal  government.   These  new 
issues  or  issue  options  are  discussed  in  greater 
detail  in  issue  papers  or  summaries  of  task  force 
reports  in  Part  B  of  this  volume  and  much  of  the 
work  of  the  task  forces  and  OCLPC  on  these  issues 
and  issue  options  is  already  reflected  in  the 
final  statement  and  the  proposed  regulations. 
The  relevant  issue  paper  or  task  force  report  is 
cited  in  column  2  after  the  issue  options  are 
presented.   As  the  pros  and  cons  discussions  are 
contained  in  the  issue  papers  and  task  force 
reports  in  Part  B,  no  abbreviated  summary  of  the 
pros  and  cons  for  these  new  issues  and  issue 
options  is  presented  in  column  2. 
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(4)   Finally,  the  column  includes  a  statement  of 
concurrence  with  the  program  description  in  the 
first  column.   The  descriptive  material  is  intended 
to  provide  guidance  to  the  Department's  Bureaus 
and  Offices  in  conducting  their  duties  under  the 
coal  management  program.   The  Secretary,  therefore, 
is  asked  to  indicate  his  approval,  approval  with 
modifications,  or  disapproval  of  each  section  of 
the  program  description. 

In  the  third  column,  the  Secretary  would  make  his 
decision  on  all  items  presented  in  column  2  —  selection 
of  options  from  old  and  new  issues  and  concurrence  in 
the  program  description. 
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2 .   Should  the  Department  Adopt  a  Coal  Management  Program? 

a) .   Introduction;  Secretarial  Trust  Responsibility 

The  United  States  owns  approximately  one-third  of  the 
nation's  land  and  nearly  two-fifths  of  the  nation's 
coal.   Congress  has  the  constitutional  authority  to 
control  the  use  and  disposition  of  these  lands,  and  it  has 
given  the  Secretary  of  the  Interior  the  responsibility  to 
administer  these  lands  for  the  good  of  all  the  people  of 
the  United  States.   The  Secretary  is  the  trustee  over 
most  of  the  public  lands,  and  virtually  all  of  the 
minerals  owned  by  the  United  States.   As  trustee,  the 
Secretary  is  under  a  duty  to  seek  out  the  best  adminis- 
tration of  the  lands  consistent  with  the  standards 
Congress  sets. 

In  general,  the  Secretary's  obligation  to  act  in  the 
public  interest  is  through  a  very  broad  grant  of 
authority.   This  authority  provides  wide  latitude  to  the 
Secretary  in  carrying  out  his  obligations  and  in  defining 
how  he  is  to  protect  the  public  interest.   Since  the 
enactment  of  the  Mineral  Leasing  Act,  no  decision  of  any 
Secretary  of  the  Interior  to  issue  or  not  to  issue  an 
individual  coal  lease  has  ever  been  successfully  challenged 
in  the  courts.   Although  the  Congress  has  placed  numerous, 
significant  new  constraints  on  Departmental  coal  management 
actions  by  the  recent  enactment  of  the  Federal  Coal 
Leasing  Amendments  Act,  the  Federal  Land  Policy  and 
Management  Act,  the  Surface  Mining  Control  and  Reclamation 
Act,  and  the  Department  of  Energy  Organization  Act,  these 
statutes  strengthen  the  Secretary's  traditional  trust 
responsibility  over  public  lands  and  preserve  broad 
discretion  over  the  issuance  of  coal  leases. 

b) .   Coal  Management  Program;   Description  of  Elements 

A  Federal  coal  management  program  has  two  distinct 
elements:   management  of  existing  leases  and  issuance  of 
new  leases. 

(1)   Management  of  Existing  Leases. 

There  are  currently  535  outstanding  Federal  coal  leases 
in  14  States.   The  Secretary  has  a  variety  of  responsi- 
bilities related  to  managing  these  leases  in  addition  to 
such  routine  activities  as  rental  and  royalty  collection. 
He  is  authorized  to  readjust  the  terms  of  these  leases  at 
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stated  intervals.   He  must  approve  all  transfers  of 
leases.   He  must  ensure  that  all  lessees  comply  with  the 
terms  of  their  leases  and  applicable  regulations,  including 
those  mandating  diligent  development  and  continued  opera- 
tions.  He  is  also  authorized  to  review  the  acceptability 
for  development  of  each  lease  and  to  seek  exchanges  where 
they  would  be  in  the  public  interest.   The  Secretary  is 
authorized  to  issue  exchange  leases  under  the  Surface 
Mining  Control  and  Reclamation  Act  and  the  Act  of 
October  30,  1978. 

(2)   Issuance  of  new  leases 

There  are  five  categories  of  lease  issuance  actions: 
modifications  of  existing  leases;  noncompetitive  (pref- 
erence right)  leases;  exchange  leases;  emergency  leases; 
and  two  types  of  competitive  leases  either  in  response  to 
applications  for  relief  (emergency  leases)  or  as  developed 
by  the  Department  through  orderly  planning  processes.   Of 
these  five  categories,  four  involve  completely  discretionary 
activities;  only  noncompetitive  leases  must  be  issued 
within  a  reasonable  time  after  a  lease  applicant  makes  a 
specified  showing  to  the  Secretary's  satisfaction. 

c) .   Related  Responsibilities 

In  addition  to  his  responsibilities  to  manage  Federal 
coal  leases,  the  Secretary  has  a  broad  range  of  other 
duties.   The  most  important  coal  related  responsibility 
is  that  of  land  use  planning.   The  Secretary  now  has  a 
statutory  obligation  to  adopt  regulations  and  to  begin  to 
prepare  land  use  plans  in  accordance  with  the  Federal 
Land  Policy  and  Management  Act.   The  importance  of 
land  use  planning  to  coal  development  is  underscored  by 
the  separate  requirement  in  the  Federal  Coal  Leasing 
Amendments  Act  that  no  new  coal  leases  may  be  issued 
except  those  which  are  compatible  with  a  land  use  plan  or 
land  use  analysis. 

The  Secretary  also  has  a  new  responsibility  as  a  result 
of  the  Surface  Mining  Control  and  Reclamation  Act  that 
affects  both  land  use  planning  and  coal  leasing.   Section 
522  of  that  Act  requires  the  Secretary  to  conduct  a  review 
of  all  Federal  lands  to  determine  their" suitability  for 
all  or  certain  types  of  surface  mining.   The  determina- 
tions made  as  part  of  this  review  affect  which  lands 
can  be  leased  for  coal. 
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d) .   Analysis  of  the  Need  for  a  Coal  Management 
Program 

The  answer  to  the  question  of  whether  the  Department 
should  have  a  coal  management  program — i.e.,  adopt 
policies  and  procedures,  and  promulgate  regulations,  to 
govern  how  existing  leases  are  to  be  managed  and  how  and 
when  new  leases  are  to  be  issued — is  related  to  whether 
there  is  a  need  for,  or  an  obligation  on  the  Secretary  to 
take,  these  lease  management  and  issuance  actions. 

The  need  and  obligation  to  have  a  responsible  program  to 
manage  existing  leases  is  clear  and  almost  undisputed. 
There  are  535  of  these  leases,  and,  by  statute,  the 
Secretary  is  responsible  for  certain  actions  with  respect 
to  them.   Lease  production  monitoring,  assignment  approval, 
and  readjustment  are  three  of  the  most  prominent  of 
these  responsibilities.   If  the  Secretary  were  to  refuse 
to  carry  out  these  responsibilities  he  would  violate  his 
duties  under  the  Mineral  Leasing  Act. 

The  question  of  whether  a  program  should  be  adopted  to 
govern  new  leasing  can  be  viewed  from  a  variety  of 
perspectives  depending  on  which  of  the  five  categories 
of  leasing  is  involved. 

First,  is  there  a  need  to  have  a  program  to  process 
emergency  leases?   Emergency  leases  have  resulted 
largely  from  the  need  to  afford  relief  in  cases  of 
hardship  or  of  potential  outright  loss  of  a  mineable  coal 
resource  during  the  unofficial  and  official  leasing 
moratoria  which  have  been  in  place  since  1971.   The  need 
for  this  type  of  leasing  has  never  been  questioned  by 
this  Administration,  the  past  Administrations,  the 
courts,  or  the  public.   Many  of  the  management 
procedures  for  emergency  leases  are  the  same  as  would  be 
followed  for  competitive  leasing.   In  this  light,  many  of 
the  decisions  posed  in  this  Document  for  the  Secretary 
would  result  in  the  improvement  of  the  existing  management 
of  emergency  leases  rather  than  initiating  "new"  capability. 
Although  forty  qualified  emergency  lease  applications  are 
now  on  file,  the  Department  has  yet  to  issue  more  than 
15  leases  under  the  NRDC  v.  Hughes  order.   Failure  to 
continue  to  process  and  issue  leases  in  response  to  these 
applications  would  clearly  cause  hardship  to  coal  companies, 
miners,  utilities  and  consumers. 

Second,  is  there  a  need  to  adopt  procedures  for  lease 
modifications?   Like  emergency  leasing,  lease  modifica- 
tions are  issued  to  prevent  loss  of  Federal  coal  adjacent 
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to  existing  mines.   Failure  to  have  procedures  in  place 
to  carry  out  this  statutory  authority  would  deprive  the 
Department  of  the  opportunity  to  maintain  coal  production 
or  avoid  loss  of  Federal  coal  at  an  existing  mine  with 
very  little  increased  environmental  impacts. 

Third,  is  there  a  need  to  have  a  program  to  process  and 
issue,  where  appropriate,  the  172  outstanding  noncompe- 
titive (preference  right)  lease  applications  (PRLAs) ? 
The  Secretary  is  under  a  legal  obligation  to  process 
these  applications  and,  if  they  qualify,  to  issue  the 
leases.   If  the  Secretary  were  to  refuse  to  take  any 
further  action  on  the  PRLAs,  it  is  likely  that  an 
applicant  could  successfully  seek  and  obtain  a  court 
order  under  the  Administrative  Procedures  Act  for  the 
Secretary  to  act.   The  Secretary  could  decide  to  set 
some  order  of  priority  of  processing  to  reflect  budget  or 
personnel  restrictions  or  he  could  decide  that  more  time 
is  needed  to  process  one  application  or  a  group  of 
applications  to  resolve  difficult  environmental  or 
economic  questions.   Both  actions  are  possible;  only  a 
total  failure  to  act  reasonably  would  be  improper. 

Fourth,  is  there  a  need  to  adopt  the  additional  policies 
and  procedures  beyond  those  needed  for  emergency  leases, 
lease  modifications,  and  PRLAs  to  address  the  two  major 
aspects  of  Federal  coal  leasing:   competitive  leases  and 
exchanges?   The  simplest  reason  for  adopting  a  leasing 
system  that  can  lease  as  the  need  arises  is  to  meet  the 
Secretary's  duty  as  trustee  over  public  lands  and  his 
responsibility  to  lease  under  the  Mineral  Leasing  Act. 
The  alternative  to  acceptance  of  this  simple  response  to 
the  existence  of  the  Secretary's  statutory  authority  to 
lease  would  be  for  the  Secretary  to  tell  Congress  the 
statute  is  unneeded  and  to  ask  Congress  to  repeal  it. 
This  rationale  for  adopting  a  program,  i.e.,  carrying  out 
statutory  obligations,  would  be  true  even  if  the  actual 
need  to  lease  under  the  program  were  slight. 

Certainly,  one  reason  for  adopting  a  coal  management 
program  may  be  the  need  to  resume  new  leasing  in  the 
immediate  future,  if  the  Secretary  determines  a  need  for 
such  leasing  in  considering  the  issues  and  making  the 
decisions  set  out  in  Volume  II  of  this  Secretarial  Issue 
Document.   If  there  is  a  need  for  leasing,  a  program  must 
be  adopted  to  ensure  that  the  leases  which  are  issued 
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contribute  to  the  vitality  of  the  coal  industry,  help 
maintain  reasonable  prices  to  consumers,  and  minimize 
environmental  impacts.   This  is  true  whether  the  leasing 
is  done  to  meet  the  exchange  policy  in  the  Surface  Mining 
Control  and  Reclamation  Act,  to  respond  to  emergency 
needs  of  particular  companies,  to  provide  competition 
with  existing  private  and  Federal  reserves,  or  any  other 
valid  need  to  promote  the  public  interest. 

Even  if  there  were  no  need  for  immediate  leasing  to 
prevent  energy  shortfalls  or  high  energy  prices, 
another  reason  for  adopting  a  coal  management  program 
would  be  to  ensure  that  the  Department  can  respond  to 
future  changes  in  supply  and  demand.   In  view  of  the 
Nation's  significant  energy  problems,  the  importance 
of  coal  in  energy  policy,  and  the  possibility  of  sharp 
shifts  in  demand  for  coal,  it  would  be  folly  not  to 
have  in  place  a  program  that  can  reasonably  evaluate 
and  anticipate  future  coal  requirements  and  lease 
sufficient  coal  to  meet  confidently  local,  regional  and 
national  needs  in  a  timely  and  environmentally  sound 
manner.   It  was  the  lack  of  such  mechanisms  that  resulted 
in  the  Department  oversupplying  the  coal  market  in  the 
late  1960's. 

Certainly,  whether  the  Department  leases  coal  in  the 
future  should  not  depend  on  a  one-time  assessment  of 
future  coal  supply  and  demand.   Forecasts  of  energy 
consumption  and  of  available  energy  sources  are  based 
on  assumptions  which  are  subject  to  change.   Develop- 
ment of  additional  or  alternative  energy  sources, 
advances  in  technology,  successes  in  energy  conserva- 
tion programs,  variations  in  the  rate  of  growth  of 
electric  power  use,  changes  in  world  politics,  and 
many  other  factors  will  cause  coal  demand  forecasts  to 
be  significantly  revised,  up  or  down.   It  is  certain 
that  uncertainty  will  remain  a  critical  consideration 
in  energy  use  and  supply  in  the  future.   Sound  long  run 
government  policy  must  acknowledge  this  uncertainty  and 
be  prepared  to  operate  within  it.   If  the  Department 
establishes  a  program  to  be  able  to  respond  to  these 
changes,  it  would  be  more  responsive  to  energy  needs  than 
it  would  be  on  the  basis  of  one  assumed  future.   Energy 
policy  should  not  assume  that  today's  forecasts  must 
inflexibly  govern  resource  production  decisions  of  the 
future. 


18 
A  program,  such  as  the  preferred  alternative  with 

established  procedures  and  personnel  in  place,  would 
permit  the  periodic  reassessment  of  leasing  needs  through 
an  open,  publicly  accountable  process  which  compares 
likely  production  to  likely  demand,  determines  where  and 
when  production  may  fall  short  of  demand,  and  decides  how 
much  Federal  coal  should,  within  the  safeguards  of 
resource  management  and  environmental  standards,  be 
leased  to  assure  production  sufficient  to  meet  demand. 
Under  a  program,  demand  could  be  evaluated  using  available 
techniques  for  analysis  of  energy  use  and  anticipated 
production  could  be  evaluated  using  all  information 
available  to  the  Department  about  the  production  plans 
for  Federal  and  non-Federal  coal  reserves.   Such  a  pro- 
cess would  also  assure  that  individual  proposals  for 
specific  coal  leasing  would  be  reviewed  to  determine 
their  consistency  with  national  coal  production 
objectives. 

The  need  to  have  a  program  in  place  is  equally 
true  even  if  the  Department  decides  not  to  adopt  the 
preferred  program,  but  adopts  one  of  the  alternatives. 
For  example,  if  the  Department  adopts  an  alternative 
that  relies  heavily  or  exclusively  on  market  demand  to 
determine  leasing  levels,  it  will  be  important  to  test  the 
market  and  determine  that  demand  by  actually  offering 
coal  for  lease.   Judging  by  the  Department's  experiences, 
having  an  established  program  would  permit  the  Department 
to  respond  when  a  need  for  leasing  is  determined  at  least 
two  years  sooner  than  if  a  program  must  first  be  developed. 

Even  in  the  absence  of  national  needs  to  lease  coal, 
local  and  regional  needs  may  need  to  be  met,  or  exchanges 
to  promote  more  desirable  leasing  patterns  or  leasing  to 
encourage  competition  may  be  needed.   The  Department  must 
also  have  the  capability  to  do  leasing  that  is  needed  for 
legislatively  ordered  exchanges  such  as  those  in  the  Act 
of  October  30,  1978.   These  needs,  too,  can  be  identified 
and  met  in  the  easiest  and  most  timely  manner  through  a 
program  which  requires  periodic,  systematic  forecasting 
and  planning  and  which  is  capable  of  promptly  initiating 
actions  preparatory  to  leasing. 

As  important  as  the  consideration  of  being  able  to  decide 
when  and  at  what  levels  leasing  should  occur  is  the  need 
for  the  Department  to  put  a  coal  management  program 
into  operation  to  decide  where  that  leasing  would  best  be 
located.   Decisions  about  the  management  of  Federal  coal 
should  be  responsive  to  the  land  use  planning  systems  of 
the  Bureau  of  Land  Management  and  Forest  Service.   Just 
as  decisions  about  Federal  coal  cannot  be  wisely  made  in 
isolation  from  decisions  about  wildlife  management, 
grasslands,  water,  community  development,  and  the  many 
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other  resource  management  issues  which  must  be  considered 
by  the  Department,  so  those  other  decisions  cannot  be 
responsibly  made  in  isolation  from  consideration  of  how 
Federal  coal  would  be  managed.   Site-specific  analysis  as, 
is  carried  out  under  the  short-term  lease  sales  under 
NRDC  v.  Hughes,  is  acceptable  but  not  desirable.   Both 
the  Bureau  of  Land  Management  and  the  Forest  Service  are 
in  the  process  of  adopting  regulations  which  will  govern 
land  use  planning  for  the  next  decade  or  more.   Every 
reasonable  effort  has  been  made  to  make  certain  that  the 
coal  management  and  land  use  planning  proposals  are 
well-integrated — that  the  needs  of  the  planning  systems 
are  accommodated  by  the  coal  leasing  system  and  vice-versa. 
The  same  is  true  of  the  related  Federal  lands  review 
under  the  Surface  Mining  Control  and  Reclamation  Act. 

As  a  final  consideration,  without  a  program  which  sets 
coherent  policies  and  consistent  procedures  for  the 
exercise  of  the  discretionary  authority,  the  Department 
will  continually  be  open  to  charges  of,  at  worst,  abuse 
of  discretion,  or,  at  best,  failure  to  provide  sufficiently 
reliable  signals  of  how  the  Department  will  perform  in 
order  to  permit  all  parties  to  wisely  produce  and  consume 
coal  resources  and  to  plan  for  and  mitigate  damage  from 
coal  development.   Policies  and  procedures  can  be 
established  for  each  discretionary  action  on  a  piecemeal 
ad  hoc  basis.   However,  this  method  of  decisionmaking  is 
subject  to  significant  delays  and  incompletness  and  all 
the  penalties  that  result  from  living  with  uncertainity . 
Delaying  Federal  coal  management  decisions  and  then 
making  them  in  an  isolated,  shortsighted  manner,  not  only 
affects  those  operations  that  rely  on  coal's  availability 
to  keep  producing,  but  also  those  other  coal  operators 
who  are  attempting  to  decide  on  entirely  private  develop- 
ment projects  that  might  be  economic  without  the  presence 
of  Federal  coal  on  the  market  but  would  be  abondoned  if 
Federal  coal  were  available.   The  result  is  generally  to 
introduce  additional  uncertainty  into  national  and 
regional  coal  markets  and  unnecessarily  hobble  coal 
development  throughout  the  Nation. 

For  example,  only  on  March  16th  of  this  year,  did  the 
Department  decide  on  certain  policies  concerning  lease 
readjustments,  despite  a  backlog  of  87  leases  subject  to 
readjustment.   The  first  of  these  leases  became  due  for 
readjustment  in  1965.   The  decision  itself  concerned  only 
the  royalty  to  be  set  in  readjustment,  not  several  other 
significant  readjustment  issues,  and  related  only  to  the 
leases  in  the  readjustment  backlog,  not  leases  which  will 
become  due  for  readjustment.   It  certainly  did  not  tie 
the  royalty  question  to  numerous  other  related  issues 
such  as  the  determination  of  fair  market  value  which  is 
made  during  the  computation  of  royalties. 
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The  problems  endemic  to  ad  hoc  decisionmaking  in  the 
absence  of  a  program — the  tendencies  to  delay  resolution 
of  issues  and  to  avoid  relating  individual  issues  to 
broader  considerations — are  not  limited  to  entirely 
discretionary  actions.   The  Department  is  required  by  the 
Federal  Coal  Leasing  Amendments  Act  to  enforce  diligence 
on  existing  and  new  leases.   Since  the  adoption  of 
diligence  regulations  in  1976,  significant  policy  issues 
have  arisen  which  must  be  addressed  prior  to  enforcement, 
including  which  of  several  diligence  requirements  can  and 
should  be  enforced  for  existing  leases.   Despite  the  fact 
that ^ the  authority  for  setting  and  enforcing  diligence 
requirements  is  now  divided  between  two  Departments 
(Energy  and  Interior)  and  the  determination  of  how  and 
when  diligence  will  be  enforced  on  existing  leases  is 
critically  important  in  the  process  of  determining  the 
need  for  and  level  of  leasing,  the  policy  issues  were  not 
fully  developed  or  adequately  considered  until  diligence 
was  addressed  in  the  context  of  preparing  a  comprehensive 
coal  management  program. 

The  process  of  making  the  full  complement  of  decisions 
required  to  establish  a  program  would  eliminate  most,  if 
not  all,  the  problems  associated  with  ad  hoc  decisionmaking. 

Decision 

There  is  a  need  to  promptly  establish  a  Federal  coal 
management  program. 


C  ~/-7 


Disagree: 
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3.   Alternative  Structures  for  a  Coal  Management  Program 

If  the  Secretary  concurs  in  the  need  to  establish  a 
Federal  coal  managmeent  program  in  section  2  above,  the 
next  issue  to  be  addressed  is  which  of  several  structures 
for  a  program  should  be  chosen.  Set  forth  below  is  a 
description  of  each  of  the  seven  structural  alternatives 
presented  in  the  programmatic  environmental  impact 
statement  and  a  brief  discussion  of  the  environmental 
impacts  of  each  discussed  in  the  statement. 

a)  .   No  New  Federal  Leasing 

Under  this  alternative,  no  new  Federal  coal  would 
be  leased  until  at  least  1985.   The  Secretary  could  not 
make  a  need  for  leasing  decision  which  would  result 
in  the  holding  of  competitive  coal  lease  sales  prior 
to  that  date.   Furthermore,  there  would  be  no  emergency 
leasing  for  bypass  situations  or  to  maintain  existing 
operations.   All  PRLAs  would  be  rejected  where  cause  for 
rejection  exists,  not  processed  during  this  period, 
exchanged  for  leases  for  other  minerals,  or  purchased. 
The  supply  of  Federal  coal  available  for  development 
would  consist  of  that  coal  already  under  lease,  including 
coal  which  may  have  been  previously  leased  under  the 
consent  agreement  in  NRDC  v.  Hughes . 

This  alternative  would  likely  stimulate  the 
largest  number  of  proposals  for  development  of  existing 
leases  for  which  no  mining  plans  have  been  submitted  and 
of  non-Federal  coal.   Criteria  for  determining  lands 
unsuitable  for  all  or  certain  types  of  coal  mining 
would  be  applied  to  those  existing  leases  either  when  the 
mining  plans  are  submitted  or  when  land  use  planning  is 
conducted  in  the  areas  in  which  the  leaseholds  are 
situated.   Those  leases  which  are  found  unsuitable  would 
be  revoked  by  using  the  appropriate  available  legal 
tools. 

The  environmental  impacts  of  this  alternative  for 
ten  impact  categories  by  coal  production  region  are  set 
forth  in  table  1.   The  coal  production  regions  are  shown 
in  figure  1.   The  numbers  in  each  impact  category  for  this 
alternative  provide  the  base  case  for  analysis  of  the 
other  alternatives,  each  one  of  which  calls  for  additional 
leasing. 


Note:   Shaded  areas  indicate 
coal  regions 


FIGURE1 
TWELVE  COAL  SUPPLY  REGIONS  OF  THE  UNITED  STATES 


ALTERNATIVE  IMPACT  SUMMARY 

NO  NEW  LEASING  (BASE  CASE") 


KEY  IMPACT  AREAS 

COAL  REGIONS 

Northern 
Appalachian 

Central 
Appalachian 

Southern 

Appalachian 

Eastern 
Interior 

Western 
Interior 

Texas 

Powder 
River 

Green  River- 
Hams  Fork 

Fort 
Union 

San  Juan 

River 

Uinta- 

Southwestern 

Utah 

Denver- 
Raton 
Mesa 

1985 

Coal  Production  (million  tons) 

211.7 

205.5 

27.5 

206.1 

14.2 

64 

204.8 

76.0 

31.9 

24.8 

29.6 

5.0 

Coal  Consumption  (million  tons) 

182.9 

56.4 

106.0 

154.4 

106.9 

137.7 

16.6 

18.0 

19.8 

8.9 

17.8 

20.0 

Land  Committed  (acres) 

25,870 

15,796 

15.301 

26,295 

16,386 

23,707 

8,426 

8,210 

4,190 

3,100 

2,793 

2,921 

Agriculture  (thousands  1974  S) 

5.073 

1.086 

1,712 

20,997 

6,648 

2,289 

23 

58 

265.0 

2 

4 

228 

Population  (thousands) 

137.6 

30.5 

88 

1S5 

99.8 

182.3 

112.3 

45.4 

22.4 

12.8 

42.2 

25.6 

Disabling  Accidents 

6,978 

6,160 

939 

3,976 

808 

997 

619 

312 

378 

186 

748 

391 

Water  (thousand  acre-feet) 

563.8 

212.1 

355.1 

516.6 

367.4 

471 

71.6 

66.7 

55.5 

32.6 

61.8 

67.1 

Game  Animal  Losses 

18,110 

1 1 ,060 

10,710 

15,780 

4,920 

14,270 

3,410 

1,650 

1,780 

50 

280 

460 

Particulate  Emissions  (tons) 

131,713 

66,282 

77,501 

150,165 

121,554 

107,280 

38,171 

17,758 

12,017 

9,891 

15,422 

12,674 

Sulfur  Oxide  Emissions  (tons) 

213,649 

124,106 

110,509 

357.462 

466,072 

108,499 

13,337 

14,062 

12,110 

7,327 

16,841 

12,520 

1990 

Coal  Production  (million  tons) 

219.4 

211.2 

26.4 

331.5 

25.5 

119.4 

305.0 

98.7 

51.0 

59.4 

45.0 

10.7 

Coal  Consumption  (million  tons) 

210.1 

84.7 

118.0 

173.3 

170.2 

247.3 

26.9 

18.1 

44.8 

13.4 

20.6 

29.6 

Land  Committed  (acres) 

28,125 

18,662 

16,311 

28,393 

25,876 

43,684 

12,535 

9,822 

8,517 

6,430 

3,439 

4,523 

Agriculture  (thousands  1974  $) 

2,758 

642 

913 

11,336 

5,249 

2,109 

18 

35 

269 

2 

2 

177 

Population  (thousands) 

108.4 

76.9 

26.7 

236.6 

150.4 

259.4 

91.1 

24.0 

60.2 

44.3 

37.1 

38.7 

Disabling  Accidents 

882.1 

6,714 

1,097    ' 

6,804      . 

1,366 

1,408 

886 

447 

538 

337 

1,097 

346 

Water  (thousand  acre-feet) 

651 

309.8 

392.6 

578.6 

580.2 

850.7 

90.1 

58.6 

141.7 

41.6 

70.8 

99.2 

Game  Animal  Losses 

9,845 

6,530 

5,710 

8,529 

3,080 

13.105 

2,530 

955 

1,805 

50 

175 

360 

Particulate  Emissions  (tons) 

153,266 

85,967 

85,373 

180,039 

194,025 

196,903 

48,963 

19,693 

27,832 

16,264 

20.548 

20,683 

Sulfur  Oxide  Emissions  (tons) 

255.337 

185,674 

122,861 

391,309 

714,331 

197,164 

16,161 

14,545 

23,435 

8,127 

19,713 

17,985 

(a)  Represents  absolute  values  at  medium  level  production. 


TABLE     1 
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b) .   The  Preferred  Program  ™ 

Unlike  the  no  new  leasing  alternative,  the  preferred 
program  would  combine  all  major  coal  management  responsibi- 
lities of  the  Secretary  into  one  unified  program.   Specifi- 
cally, the  program  would  include  the  following  components: 

(1)  Management  of  existing  leases,  including 
lease  exchanges,  modifications,  adjustments,  and  assignments; 

(2)  Emergency  leasing; 

(3)  Management  of  PRLAs; 

(4)  Competitive  leasing;  and 

(5)  Other  management  actions  such  as  special 
opportunity  leasing  and  unsuitability  petition  processing. 

The  principal  distinguishing  features  of  the 
preferred  program  are  found  in  its  competitive  leasing 
component.   Decisions  to  hold  competitive  Federal  coal 
lease  sales  would  be  made  as  an  integral  part  of  the  land 
use  planning  processes  of  the  BLM  and  Forest  Service  and 
the  activity  planning  process  of  the  BLM,  and  would  be 
based,  in  part,  on  both  Department  of  Energy  production 
goals  and  industry  indications  of  leasing  interest. 

During  land  use  planning,  Federal  coal  lands 
would  be  considered  in  four  screens.   The  first  screen 
would  locate  either  high  or  medium  potential  coal 
lands  as  identified  by  the  USGS,  industry,  or  other 
parties.   In  the  second  screen,  criteria  for  determining 
lands  unsuitable  for  all  or  certain  types  of  coal  mining 
would  be  applied.   The  traditional  multiple-use  tradeoff 
judgments  would  be  made  in  the  third  screen.   The 
final  screen  would  involve  surface  owner  consultation. 
The  result  of  the  two  agencies'  land  use  planning  processes 
would  be  land  use  plans  which  identify  areas  acceptable 
for  further  consideration  for  coal  leasing.   As  these 
areas  would  be  substantially  larger  than  those  needed  for 
leasing  in  the  foreseeable  future,  the  areas  would  have 
to  be  reduced  to  lease  tract  size  in  the  activity  planning 
process. 
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ALTERNATIVE  IMPACT  SUMMARY 
PREFERRED  PROGRAM 


KEY  IMPACT  AREAS 

COAL  REGIONS 

Northern 
Appalachian 

Central 
Appalachian 

Southern 
Appalachian 

Eastern 
Interior 

Western 
Interior 

Texas 

Powder 
River 

Green  River- 
Hams  Fork 

Fort 
Union 

San  luan 
River 

Uinta- 

Southweslern 

Utah 

Denver- 
Raton 
Mesa 

1985 

PERCENT  CHANGE  FROM  NO  NEW  LEASING  (BASE  CASE) 

Coal  Production 

0 

+   0.5 

-  3.2 

+    1.7 

-  4.2 

+  3.5 

0 

+  5.2 

0 

+  0.8 

+    1.3 

0.0 

Coal  Consumption 

0 

0 

-   2.0 

-  0.2 

-  4.0 

+  0.4 

0 

+  2.7 

+11.6 

0 

+   2.8 

+  5.5 

Land  Committed 

0 

-  0.7 

-  2.0 

+  0.5 

-  4.1 

+   1.1 

+  0.2 

+  4.4 

+  7.5 

+  0.3 

+   2.8 

+  4.3 

Agriculture 

0 

-  0.6 

-  2.0 

+   0.5 

-  4.1 

+   1.1 

0 

+  5.2 

+   7.5 

0 

0 

+  4.4 

Population 

-  0.1 

-  6.6 

-  4.S 

+  2.0 

-  5.9 

+   1.1 

+  0.5 

+   7.3 

+12.1 

+  1.6 

+   2.4 

+  4.7 

Disabling  Accidents 

+  0.2 

0 

+  2.1 

+  2.0 

-  1.1 

0 

-  5.0 

-  1.3 

0 

+  1.1 

+  0.9 

0 

Water 

0 

-  0.7 

-  1.9 

-  0.1 

-  4.0 

+   0.4 

0 

+  2.9 

+14.2 

0 

2.7 

4.9 

Game  Animal  Losses 

0 

-  0.7 

-   2.5 

+  0.5 

-  4.3 

+    1.1 

0 

+  4.8 

+  6.7 

0 

+  3.8 

+  4.3 

Particulate  Emissions 

0 

-  0.6 

-  1.9 

+  0.2 

-  3.8 

+   0.6 

+  0.6 

+  3.8 

+10.7 

+  0.3 

+  2.3 

+  3.4 

Sulfur  Oxide  Emissions 

0 

-  0.7 

-  1.8 

-  0.2 

-  3.9 

+   0.4 

-  0.1 

+  2.1 

+   7.1 

0 

+  2.6 

+   2 

1990 

PERCENT  CHANGE  FROM  NO  NEW  LEASING  (BASE  CASE) 

Coal  Production 

+  0.3 

-  2.3 

-  3.7 

-  3.5 

':■     '.      i 

■:'■■■'■■ 

-17.8 

-15.8 

-15.8 

-  6.5 

Coal  Consumption 

0 

0 

0 

+  0.6 

+  2.9 

+   1.6 

+  2.6 

+11.0 

-  1.8 

+   1.5 

+   5.8 

+  2.4 

Land  Committed 

+  0.1 

-  1.0 

-  0.3 

-  1.2 

-  2.6 

-  6.0 

+16.7 

-  5.8 

-11.2 

-11.2 

+  2 

Agriculture 

+  0.1 

-  0.9 

-  0.3 

-   1.2 

-  2.6 

-  6.0 

+17.1 

-  5.9 

0 

0 

0 

Population 

+   1.8 

-  7.0 

+13.9 

-  8.4 

-  0.3 

-10.2 

;>i;-E:K:";:i 

-15.9 

-15.8 

-15.8 

-  5.7 

Disabling  Accidents 

+  0.7 

-  1.0 

-  0.5 

-  2.0 

-12.4 

-  1.3 

+  8.9 

-10.1 

-  2.6 

-  7.1 

-  9.9 

-   1.7 

Water 

0 

-  0.1 

0 

-  0.2 

-  0.1 

-  0.2 

+  7.6 

+  2.9 

-  0.5 

-  0.9 

0 

0 

Game  Animal  Losses 

+  0.1 

-   1.0 

-  0.4 

-  1.3 

-  3.2 

-  6.0 

+17.3 

+  5.8 

-10 

-10.0 

0 

Particulate  Emissions 

+   0.1 

-  0.6 

-  0.1 

-  0.9 

-  0.4 

-  2.1 

+12.9 

-  3.0 

-  5.9 

-  5.9 

+  0.9 

Sulfur  Oxide  Emissions 

+   0.1 

0 

0 

0 

0 

0 

+   2.1 

+   1.2 

-  0.3 

+  0.7 

+  0.7 

+  0.6 

Shading  Key: 


TABLE    2 


20  to  29%; 


30%  and  greater 
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production  in  the  adjacent  Powder  River  Coal  Region, 
which  is  more  dependent  on  Federal  leases  than  is  the  Fort 
Union  Coal  Region.   The  Denver-Raton  Mesa  and  the  Green 
River-Hams  Fork  Coal  Regions  would  be  subjected  to  small , 
but  noticeable,  increases  in  coal  and  water  consumption, 
land  committed,  population  increases,  particulate 
emissions,  and  sulfur  oxide  emissions.   The  Western 
Interior  Coal  Region  would  experience  the  greatest 
reduction  in  impacts.   Although  the  reductions  would 
generally  be  less  than  5  percent,  they  would  occur  in 
key  impact  categories  such  as  population,  coal  produc- 
tion, and  coal  and  water  consumption.   The  remaining 
regions  would  experience  nearly  insignificant  shifts 
in  impacts  during  1985,  slight  reductions  occurring  in 
the  East  and  slight  increases  in  the  West. 

By  1990,  the  Powder  River  Coal  Region  would 
become  the  major  focus  of  increased  impacts,  followed  by 
the  Green  River-Hams  Fork  Coal  Region.   Coal  production 
increases  of  31.1  percent  in  the  Powder  River  Coal  Region 
and  21.5  percent  in  Green  River-Hams  Fork  Coal  Region 
would  be  expected.   At  this  level  of  production,  23.1  per- 
cent and  16.7  percent  increases,  respectively,  in  land 
committed;  24.1  percent  and  12.9  percent  increases, 
respectively,  in  particulate  emissions;  and  78.3  percent 
and  51.3  percent  increases,  respectively,  in  population 
impacts  would  occur.   The  Western  Interior  Coal  Region 
would  be  subjected  to  a  decrease  of  coal  production 
amounting  to  32.9  percent.   Except  for  the  Appalachia 
Coal  Region,  which  would  essentially  be  unaffected  by 
this  alternative,  all  of  the  remaining  regions  would 
observe  a  slight  reduction  in  impacts. 

c) .   Process  Outstanding  Preference  Right  Lease 
Applications 

Under  this  alternative,  the  Federal  Government 
would  process  non-competitive  (preference  right)  lease 
applications  and  issue  leases  for  those  applications 
which  meet  the  commercial  quantities  test.   However,  no 
other  Federal  leasing  would  occur  until  at  least  1985. 

Existing  leases  would  be  managed  as  described 
under  the  no  leasing  alternative.   The  PRLAs  would  be 

processed  as  rapidly  as  would  be  administratively  feasible, 
If  it  were  necessary  to  set  priorites  in  the  processing 
of  PRLAs,  the  following  general  guidelines  would  be 

applieds 
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First,  PRLAs  in  the  least  environmentally 
damaging  areas. 

Second,  PRLAs  in  areas  where  coal  development 
needs  are  greatest  as  determined  by  a  regional 
coal  needs  analysis. 

Third,  PRLAs  which  have  been  on  file  for  the 
longest  period. 

Choice  of  this  alternative  would  require  that 
those  PRLAs  in  areas  which  are  determined  environmentally 
unacceptable,  but  which  still  meet  the  commercial  quantities 
test  (with  proper  environmental  stipulations  applied) , 
would  either  have  to  be  purchased  or  otherwise  acquired 
(e.g.,  through  lease  exchanges  permitted  by  statute). 

The  surface  owner  consent  provisions  of  the 
Surface  Mining  Control  and  Reclamation  Act  (SMCRA) 
do  not  apply  to  PRLAs.   Environmental  analysis  to  comply 
with  the  National  Environmental  Policy  Act  could  be  done 
on  a  case-by-case  basis. 

The  percentage  increases  or  decreases  of  impacts 
in  each  region  for  this  alternative  in  comparison  to  the 
no  new  leasing  alternative  are  shown  in  table  3.   This 
alternative  would  create  practically  the  same  shift  in 
impacts  as  would  occur  with  the  adoption  of  the  preferred 
program.   There  would  be  a  slight  shift  of  impacts  from 
eastern  and  central  United  States  to  the  West  in  1985. 
Levels  of  impacts  would  increase  by  roughly  5  percent 
over  those  expected  from  the  no  new  leasing  alternative. 
In  1990,  pronounced  shifts  in  impacts  to  the  Powder  River 
Coal  Region  would  occur,  particularly  in  population, 
which  would  increase  39.1  percent  over  that  which  would 
happen  in  the  no  new  leasing  alternative.   Additional 
related  impacts  such  as  coal  production,  land  committed, 
disabling  accidents,  game  animal  losses,  and  particulate 
emissions  would  increase  by  an  average  of  10  percent. 

d) .   Emergency  Leasing 

This  alternative  would  provide  for  limited 
competitive  leasing.   Emergency  leases  would  include  the 
relatively  small  amounts  of  Federal  coal  which  could  be 
leased  to  avoid  bypassing  Federal  coal  or  to  maintain 
existing  operations.   Bypass  situations  arise  where 
Federal  coal  occurs  in  small  blocks  which  adjoin  areas 
where  mines  are  already  operating  and  which,  if  not 
leased,  are  not  likely  to  be  mined  at  all.   Leasing  of 


ALTERNATIVE  IMPACT  SUMMARY 
PRLA's  ONLY 


KEY  IMPACT  AREAS 

COAL  REGIONS 

Northern 
Appalachian 

Central 
Appalachian 

Southern 
Appalachian 

Eastern 
Interior 

Western 
Interior 

Texas 

Powder 
River 

Green  River- 
Hams  Fork 

Fort 

Union 

San  luan 
River 

Uinta- 

South  western 
Utah 

Denver- 
Raton 
Mesa 

1985 

PERCENT  CHANGE  FROM  NO  NEW  LEASING  (BASE  CASE 

Coal  Production 

0 

0 

-  3.6 

0 

-  3.5 

+  0.4 

0 

+   2.5 

0 

0 

+    1.3 

0 

Coal  Consumption 

-  4.9 

0 

-  1.6 

-  0.3 

-  5.4 

-  0.8 

0 

-   1.1 

+11.6 

0 

+  0.6 

+  5.5 

Land  Committed 

-  2.8 

-  0.2 

-  1.5 

-  0.2 

-  5.3 

-  0.7 

0 

+  1.3 

+  7.5 

-  0.2 

+  0.7 

+  4.1 

-  2.8 

-  0.3 

-  1.6 

-  0.2 

-  5.3 

-  0.7 

0 

+    1.7 

+   7.5 

0 

0 

+   3.5 

Population 

7.3 

-  1.0 

-  4.1 

-  0.4 

-  7.6 

-  0.8 

+  0.1 

+  2.9 

+12,5 

-  0.8 

+  1.2 

+  4.3 

Disabling  Accidents 

+  0.4 

+  0.4 

-  1.4 

0.1 

-  1.1 

-  0.3 

+  0.2 

+  3.5 

0 

+  0.5 

+  0.7 

-  0.2 

Water 

-  4.4 

-  0.5 

-  1.3 

-  0.3 

-  5.5 

-  0.8 

0 

-  0.6 

+14.2 

-  0.5 

0.3 

4.7 

Game  Animal  Losses 

-  2.8 

-  0.3 

-  1.6 

-  0.2 

-  5.3 

-  0.7 

0 

+   2.4 

+  6.7 

0 

+  3.8 

+  4.3 

Particulate  Emissions 

-  2.9 

-  0.3 

-  1.4 

-  0.2 

-  5.0 

-  0.8 

+  0.1 

+    1.0 

+10.7 

-  0.4 

+  0.6 

+  3.2 

Sulfur  Oxide  Emissions 

-  3.8 

-  0.5 

-   1.2 

-  0.3 

-  5.2 

-  0.8 

-  0.1 

-  0.7 

+  7.1 

-  0.5 

+  0.3 

+  1.9 

1990 

PI 

RCENT  CHANGE  FROM  NO 

NEW  LEASING  (BASE  CASE) 

Coal  Production 

0 

-  0.3 

-  0.3 

-  5.1 

p  '-24.3 

-  2.5 

+16.3 

+  2.3 

-  7.0 

-  7.5 

-   7.5 

-  1.8 

Coal  Consumption 

-  4.9 

+  1.8 

+   1.2 

+  0.8 

+  0.5 

0 

+    1.1 

+  1.7 

-  0.4 

+  1.5 

-  0.5 

0 

Land  Committed 

0 

+  1.0 

+  0.9 

-  1.0 

-  3.8 

-  1.8 

+H.6 

-  0.8 

-  1.3 

-  5.2 

-  5.2 

-  1.8 

Agriculture 

0 

+   1.1 

+  0.9 

-  1.0 

-  3.8 

-  1.8 

+11.1   ■: 

0 

-  1.1 

0 

0 

-  1.7 

Population 

+12.0 

+  2.9 

■:■:■• 

-10.3 

-  1.9 

-  2.9 

■;:'■■■"'  :':'W':-\ 

-  6.7 

-  8.8 

-  6.1 

-  6.1 

-  6.5 

Disabling  Accidents 

+  0.2 

0 

+  0.2 

-  3.5 

-  9.4 

-  8.4 

+12.9 

+  3.6 

-   1.3 

-  3.3 

-15.2 

-  0.9 

Water 

0 

+    1.7 

0.9 

-  0.2 

-  2.4 

-  1.7 

+  3.4 

-  7.7 

+   1.5 

-  0.6 

-  5.8 

-  2.4 

Game  AnimaJ  Losses 

0 

+   1.1 

+  0.9 

-  1.1 

-  4.7 

-  1.8 

+11.8 

-  1.0 

-  1.4 

0 

0 

+  2.8 

Particulate  Emissions 

0 

+   1.1 

+  0.1 

-  1.4 

-  2.4 

-   1.7 

+11.8 

-  0.9 

+  0.4 

-  2.2 

-  2.2 

-  0.6 

Sulfur  Oxide  Emissions 

0 

+   1.8 

+  0.9 

+  0.2 

-  2.2 

-  1.6 

+  0.4 

-  5.1 

+  1.0 

0 

0 

-  1.2 

Shading  Key: 

TABLE    3 


10  to  19%; 


:    10  to  29%; 


130%  and  greater 


IS3 

1.D 


30 

PRLAs  would  be  permitted  only  if  they  meet  either  the 
bypass  or  existing  operations  criteria.   These  limited 
leasing  criteria  would  be  similar  to  current  criteria  for 
short-term  leasing  under  the  modified  order  in  NRDC  v, 
Hughes,   The  maximum  amount  of  bypass  coal  eligible  for 
any  single  lease  under  this  alternative  would  be  that 
agreed  to  under  the  court  order  (i.e.,  five  years  of 
production  at  existing  rates).   Similarly,  the  maximum 
amount  of  coal  that  would  be  leased  to  maintain  an 
existing  operation  would  be  defined  by  that  order  (eight 
years  of  production  at  existing  rates) .   As  with  the  two 
previous  alternatives,  this  alternative  precludes  other 
new  competitive  Federal  coal  lease  sales,  at  least  until 
1985,  with  a  review  of  the  need  for  new  leasing  anticipated 
then.   Existing  leases  would  be  managed  as  described 
under  the  no  new  leasing  alternative. 

•In  specifying  this  alternative,  the  eligibility 
of  existing  operations  to  lease  additional  Federal  coal 
to  maintain  production  would  have  to  be  restricted.   The 
restrictions  decided  upon  were  that  the  mining  operation 
must  have  been  in  existence  at  least  five  years  and  must 
not  have  previously  obtained  a  new  Federal  lease  in  order 
to  maintain  the  existing  operations.   This  decision, 
however,  would  have  to  be  reviewed  if  the  Secretary 
elects  this  alternative.   It  should  be  noted  that  these 
restrictions  in  some  respects  are  tighter  than  the 
comparable  short-term  leasing  criteria  under  the  NRDC  v. 
Hughes  order,  wherein  mines  must  only  have  been  operating 
.by  September  1977  to  be  eligible  to  lease  Federal  coal  on 
a  short-term  basis. 

The  surface  owner  consent  provisions  of  SMCRA 
would  apply  and,  where  appropriate,  lands  unsuitability 
criteria  and  general  planning  analysis  would  be  required* 
Site  specific  environmental  analysis  would  be  carried  out 

separately  and  not.  included  in  any  regional  environmental 
impact  statements. 

The  percentage  increases  or  decreases  of  impacts 
in  each  region  for  this  alternative  in  comparison  to  the 
no  new  leasing  alternative  are  shown  in  table  4=   This 
alternative  also  would  create  practically  the  same  shift 
in  impacts  as  would  the  preferred  program.   There  would 
be  a  slight  shift  of  impacts  from  eastern  and  central 
United  States  to  the  West  in  1985,  with  the  most  pronounced 
increases  occurring  in  the  Fort  Union  Coal  Region.   Here, 
coal  and  water  consumption,  population,  and  particulate 


ALTERNATIVE  IMPACT  SUMMARY 
EMERGENCY  LEASING  ONLY 


KEY  IMPACT  AREAS 

COAL  REGIONS 

Northern 
Appalachian 

Central 
Appalachian 

Southern 

Appalachian 

Eastern 
Interior 

Western 
Interior 

Texas 

Powder 
River 

Green  River- 
Hams  Fork 

Fort 
Union 

San  Juan 
River 

Uinta- 

South  western 

Utah 

Denver- 
Raton 
Mesa 

1985 

PERCENT  CHANGE  FROM  NO  NEW  LEASING  (BASE  CASE) 

Coal  Production 

0 

+  0.3 

-  0 

+  0.4 

0 

+   0.9 

0 

+    1.3 

0 

0 

+  0.3 

0.0 

Coal  Consumption 

-  4.9 

0 

-  1.6 

-  0.3 

-  5.0 

-  0.4 

0 

0 

+11.6 

0 

+  1.1 

+  5.0 

Land  Committed 

-  2.8 

-  0.5 

-   1.4 

0 

-  4.7 

-  0.2 

+  0.1 

+   1.0 

+  7.5 

-  0.2 

+   1.1 

+  4.1 

Agriculture 

-  2.8 

-  0.5 

-  1.4 

0 

-  4.6 

-  0.1 

0 

+    1.7 

+  7.5 

0 

0 

+  3.9 

Population 

-  7.3 

-  4.3 

-  2.3 

+  0.4 

-  6.5 

-  0.2 

+  0.3 

+   1.5 

+12.5 

-  0.8 

+  0.9 

+  4.3 

Disabling  Accidents 

+  0.4 

+  0.1 

+  0.5 

+   1.2 

-  0.8 

-  0.1 

-  1.3 

-  0.3 

0 

+  1.1 

+  0.7 

+  0.2 

Water 

-  4.4 

-  0.5 

-  1.6 

+  0.2 

-  5.0 

-  0.4 

0 

+  0.3 

+  14.2 

-  0.5 

1.1 

4.7 

Game  Animal  Losses 

-  2.8 

-  0.5 

-  1.4 

0 

-  4.7 

-  0.1 

0 

+  7.9 

+  6.7 

0 

+   3.8 

+  4.3 

Particulate  Emissions 

-  2.9 

-  0.4 

-   1.4 

-  0.1 

-  4.6 

-  0.3 

+  0.2 

+  0.8 

+10.7 

-  0.4 

+  0.9 

+  3.4 

Sulfur  Oxide  Emissions 

-  3.8 

-  0.6 

-  1.5 

-  0.3 

-  4.8 

-  0.8 

0 

+  0.2 

+   7.2 

-  0.5 

+  0.1 

1990 

PERCENT  CHANGE  FROM  NO  NEW  LEASING  (BASE  CASE) 

Coal  Production 

0 

-  0.5 

0 

-  1.0 

-  5.1 

-  3.0 

+  3.6 

+  5.5 

-  0.7 

-   1.6 

-   1.6 

-  0.9 

Coal  Consumption 

-  4.9 

0 

0 

+  0.2 

+  0.5 

+  0.2 

0 

+  0.6 

+  0.2 

0 

+  0.5 

+  0.3 

Land  Committed 

0 

-  0.2 

+  0.1 

-  0.8 

-  2.4 

-  1.7 

+  2.1 

+   1.9 

+  1.3 

-   1.4 

-  1.4 

-  1.5 

Agriculture 

0 

-  0.2 

+  0.1 

-  0.7 

-  2.4 

+  0.4 

0 

+  2.9 

+  1.1 

0 

0 

-  1.7 

Population 

+12.4 

-  0.4 

+11.6 

-  2.9 

+  0.7 

-  3.2 

+  7.6 

+  1.2 

-  4.7 

-  1.6 

-  1.6 

-  7 

Disabling  Accidents 

+  0.2 

0 

+  0.2 

-  0.3 

-  2.1 

-  0.6 

+   1.2 

+  3.8 

-  0.3 

-  0.3 

-  0.4 

-  0.9 

Water 

0 

0 

0 

-  0.6 

-  2.4 

-  1.4 

-  0.6 

-  8.2 

+  2.5 

-  1.0 

-  4.8 

-  1.9 

Game  Animal  Losses 

0 

+  0.2 

0 

-  0.8 

-  0.5 

-   1.7 

+  2.8 

-  2.1 

+  1.1 

0 

0 

-  2.8 

Particulate  Emissions 

0 

-  0.2 

0 

-  0.6 

-  2.2 

-  1.5 

+  2.5 

+  0.5 

+  2.2 

-  0.9 

-  0.9 

-  1.0 

Sulfur  Oxide  Emissions 

0 

0 

0 

-  0.5 

-  2.2 

-   1.3 

-  1.1 

-  5.8 

+   1.5 

-  1.1 

-  1.1 

-   1.1 
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emissions  would  increase  by  10  to  14  percent  over  the 
impacts  expected  in  the  no  new  leasing  alternative. 


In  1990,  there  would  be  a  noticeable  shift  in  impacts  to 
the  Powder  River  and  Green  River-Hams  Fork  Coal  Regions. 
The  increases  in  key  impact  areas  in  either  region,  however, 
would  not  exceed  4  percent,  except  for  population  (7.6%) 
in  the  former  region  and  coal  production  (5.5%)  in  the 
latter . 

e) •   Lease  to  Satisfy  Industry's  Indications  of  Need 

This  alternative  is  effectively  the  Energy 
Minerals  Activity  Recommendation  System  (EMARS  II) ,  as 
proposed  by  the  Department  in  the  September  19,  1975, 
final  environmental  impact  statement  on  the  Federal  coal 
leasing  program.   Certain  changes  had  to  be  made  to  bring 
the  program  into  compliance  with  the  Federal  Land  Policy 
and  Management  Act  of  1976,  the  Federal  Coal  Leasing 
Amendments  Act  of  1976,  and  the  Surface  Mining  Control 
and  Reclamation  Act  of  1977. 

Under  this  alternative,  during  the  early  stages 
of  land  use  planning,  industry  would  first  be  asked  to 
nominate  those  tracts  it  is  interested  in  leasing.   At 
the  same  time,  the  public  would  be  asked  to  indicate 
those  areas  where  leasing  should  be  restricted.   Coal 
demand  estimates  formed  from  the  sum  of  the  industry 
nominations  would  serve  as  a  development  restriction. 
Such  information  would  then  be  processed  through  the 
land  management  agencies'  planning  systems  to  deter- 
mine whether  the  specific  tracts  are  environmentally 
acceptable  and  whether  coal  development  represents  an 
efficient  and  proper  use  of  the  land.   Tracts  which  are 
judged  acceptable  would  then  be  offered  in  lease  sales. 
Each  tract  receiving  a  high  bid  equal  to  or  above 
fair  market  value  as  determined  by  the  Department  would 
be  leased  to  the  high  bidder. 

Major  differences  between  this  alternative  and 
the  preferred  program  are  that  land  use  planning  would 
not  be  required  to  precede  tract  delineation,  regional 
environmental  and  socio-economic  concerns  would  not  weigh 
as  heavily  in  the  location  of  tracts  for  sale,  and  more 
leasing  than  needed  by  the  market  might  take  place 
because  of  speculative  interest  in  leases. 
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Existing  leases  and  PRLAs  would  be  managed  as 
described  earlier.   This  alternative  would  also  include 
procedures  for  emergency  leasing  of  small  tracts  as 
described  earlier.   The  surface  owner  consent  provisions 
of  Section  714  of  SMCRA  would  apply.   Regional  environmen- 
tal impact  statements  would  not  be  prepared,  and  the 
tracts  would  be  analyzed  in  the  environmental  impact 
statements  on  land  use  plans. 

The  percentage  increases  or  decreases  of  impacts 
in  each  region  for  this  alternative  in  comparison  to _ the 
no  new  leasing  alternative  are  shown  in  table  5.   This 
alternative  would  result  in  concentrated  coal-related 
impacts  in  all  six  western  regions  in  1985  and  1990. 
Impacts  would  be  slightly  reduced  in  the  six  eastern 
and  central  regions  during  this  time  period.   The 
greatest  increase  in  impacts  in  1985  would  be  experienced 
by  the  Green  River-Hams  Fork  and  Fort  Union  Coal  Regions, 
followed  by  the  Denver-Raton  Mesa  and  San  Juan  River  Coal 
Regions.   The  largest  increases  in  key  impact  areas  in 
the  Green  River-Hams  Fork  Coal  Region  would  occur  in 
population  (49.1  percent),  followed  by  increases  in  coal 
production  (47.3  percent),  game  animal  losses  (37 
percent),  land  committed  (36.1  percent),  particulate 
emissions  (26.2  percent),  and  disabling  accidents 
(30.4  percent).   Coal  related  impacts  in  the  Fort  Union, 
Denver-Raton  Mesa,  and  San  Juan  River  Coal  Regions  would 
increase  between  3  and  30  percent  with  major  increases 
occurring  in  population,  coal  production,  water  consump- 
tion, game  animal  losses,  and  land  committed. 

In  1990,  the  Powder  River  and  Green  River-Hams 
Fork  Coal  Regions  would  be  the  major  regions  for  impact 
concentration.   Population  would  increase  in  the  Powder 
River  Coal  Region  by  102  percent.   Coal  production  would 
rise  by  47.5  percent  and  impacts  in  agriculture,  particu- 
late emissions,  and  land  committed  would  increase  by 
more  than  30  percent.   The  Green  River-Hams  Fork  Coal 
Region  would  experience  a  51.9  percent  coal  production 
increase  and  a  44.6  percent  population  increase.   Increases 
in  land  committed,  agricultural  production  losses,  disabling 
accidents,  game  animal  losses,  and  particulate  emissions 
would  all  be  over  30  percent. 


KEY  IMPACT  AREAS 


1985 


Coal  Production 


Coal  Consumption 


Land  Committed 


Population 


Disabling  Accidents 


Water 


Game  Animal  Losses 


Particulate  Emissions 


Sulfur  Oxide  Emissions 


ALTERNATIVE  IMPACT  SUMMARY 
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f ) .   State  Determination  of  Leasing  Levels 


Under  this  alternative?  the  states  would  have 
the  responsibility  to  determine  the  timing  and  extent  of  new 
Federal  leasing.   There  are  many  procedural  structures  that 
could  be  used  to  implement  this  alternative .  '  The  states, 
rather  than  the  Secretary  with  state  consultation,  could 
select  and  rank  tracts  from  areas  acceptable  for  further 
consideration  for  coal  leasing  as  determined  through  the 
Federal  land  management  agencies'  land  use  planning  systems. 
States  would  determine  a  lease  sale  schedule;  thereafter, 
the  appropriate  BLM  state  office  would  conduct  the  sale. 
The  states  would  have  veto  power  over  which  leases  would 
finally  be  issued. 

A  second  possible  structure  would  be  to  transfer 
all  land  use  planning  and  environmental  analysis  functions 
to  the  appropriate  state  planning  office.   The  Department 
would  retain  only  the  responsibility  to  conduct  lease 
sales  and  to  issue  leases.   Both  structures  would  require 
Congressional  action  to  amend  the  governing  statutes, 
especially  FLPMA  and  SMCRA. 

Existing  leases  and  PRLAs  would  be  managed  as 
described  before,  but  the  states  could  have  a  final  veto  on 
the  acceptability  of  any  area  for  coal  mining  and  could  have 
responsibility  for  approval  of  mining  plans  for  Federal 
coalo   Furthermore,  it  is  assumed  that  this  alternative 
would  include  an  emergency  leasing  component.   States  would 
be  delegated  the  responsibility  to  obtain  appropriate 
surface  owner  consents. 

The  percentage  increases  or  decreases  of  impacts 
in  each  region  for  this  alternative  in  comparison  to  the 
no  new  leasing  alternative  are  shown  in  table  6.   The 
impacts  of  a  leasing  program  strategy  that  would  permit 
state  determination  of  production  levels  are  difficult  to 
measure.   Based  on  preliminary  responses  by  the  states,, 
this  alternative  would  cause  concentrated  impacts  in  1985 
in  the  San  Juan  River,  Fort  Union,  Denver-Raton  Mesa,  and 
Texas  Coal  Regions.   The  San  Juan  River  Coal  Region  would 
sustain  accelerated  coal  production  amounting  to  29 
percent?  Denver-Raton  Mesa  Coal  Region,  40  percent,-  Fort 
Union  Coal  Region,  17.2  percent;  and  Texas  Coal  Region, 
22.8  percent.   The  Fort  Union  Coal  Region  would  experience 
increases  from  10  to  25  percent  in  impacts  associated  with 
coal  consumption,  land  committed,  agricultural  production 


ALTERNATIVE  IMPACT  SUMMARY 
STATE  DETERMINATION 


KEY  IMPACT  AREAS 

COAL  REGIONS 
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PERCENT  CHANGE  FROM  NO  NEW  LEASING  (BASE  CASE) 

Coal  Production 

+   0.2 
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-11.9 
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Disabling  Accidents 

+  0.5 
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PERCENT  CHANGE  FROM  NO  NEW  LEASING  (BASE  CASE) 

Coal  Production 
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losses,  water   consumption,  game  animal  losses, 
particulate  emmissions,  and  suffer  oxide  emissions.   The 
greatest  impact  increases  in  the  San  Juan  River  Coal 
Region  would  be  in  population  (35.2  percent),  game  animal 
losses  (20  percent),  and  land  committed  (18.6  percent). 
Strangely,  air  quality  in  the  San  Juan  River  Coal  Region 
would  be  static  due  to  increased  coal  production  but 
decreased  local  consumption  in  power  plants.   The  coal 
development  impact  indices  of  the  Texas  Coal  Region  would 
increase  at  most  6.6  percent  and  air  quality  would 
actually  improve.   The  Central  Appalachian  Coal  Region 
would  be  subjected  to  slight  increases  in  population  and 
coal  production.   The  Western  Interior  Coal  Region  would 
experience  increases  of  11.2  and  21.4  percent,  respectively, 
in  coal  production  and  population  but  would  also  enjoy 
slight  reductions  in  particulate  emissions,  sulfer  oxide 
emissions,  water  consumption,  and  coal  consumption. 
Large  impact  reductions  would  occur  in  the  Powder  River 
and  Green  River-Hams  Fork  Coal  Regions.   The  largest 
single  reduction  would  occur  in  the  Green  River-Hams  Fork 
Coal  Region  (24.3  percent  in  coal  production).   All  other 
regions  would  encounter  negligible  to  slight  impact 
shifts. 

By  1990,  the  Fort  Union  and  Northern  Appalachian 
Coal  Regions  would  be  the  only  areas  of  impact  concentra- 
tion, although  the  concentration  would  be  slight.   The 
impacts  in  all  other  coal  regions  would  be  reduced  by 
various  degrees,  with  Green  River-Hams  Fork,  Powder 
River,  and  Uinta  -  Southwestern  Utah  Coal  Regions  enjoying 
the  greatest  reductions. 

g) .   Lease  to  Meet  DOE  Production  Goals 

Under  this  alternative,  DOE  regional  production 
goals  would  drive  the  tract  selection  system.   DOE  would 
devise  the  regional  leasing  targets.   Although  the  same 
amount  of  leasing  might  result  from  some  of  the  previously 
described  alternatives,  this  alternative  would  focus  specifi- 
cally on  the  DOE  national  production  projections  and  would 
not  allow  for  any  adjustment  in  those  projections.   Areas 
acceptable  for  further  consideration  for  coal  leasing 
would  be  defined  in  the  land  use  planning  processes  as 
described  in  the  preferred  program.   New  leasing  needs  in 
a  region  would  be  calculated  by  first  estimating  for  a 
future  period. the  difference  between  DOE  production  goals 
and  currently  committed  coal  production.   Estimates  would 
then  be  made  of  the  amount  of  coal  needed  to  fill  potential 
production  gaps  that  could  be  supplied  from  existing 
Federal  leases  and  non-Federal  coal.   Estimates  of  the 
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potential  production  from  existing  leases  and  non-Federal 
coal  would  take  into  account  the  application  of  unsuit- 
ability  criteria  to  existing  leases  and  the  relative  costs 
of  mining  both  sources  of  production.   The  remainder  of 
the  gap  would  then  have  to  be  met  by  coal  production  from 
new  Federal  leases. 

PRLAs  would  be  processed  as  described  under  the 
preferred  program.   The  amount  of  new  competitive  leasing 
planned  for  regions  would  be  adjusted  for  the  amount  of 
reserves  in  PRLAs  expected  to  be  leased.   The  adjustment 
would  take  into  account  whether  PRLA  reserves  were  the  least 
costly  to  mine,  the  type  of  coal  needed,  environmentally 
acceptable  locations,  and  other  factors. 

This  alternative  would  include  an  emergency  leasing 
component.   Environmental  impact  statements  would  be  prepared 
as  under  the  preferred  program.   The  surface  owner  consent 
provisions  of  SMCRA  would  apply. 

The  percentage  increases  or  decreases  of  impacts 
in  each  region  for  this  alternative  in  comparison  to  the 
no  new  leasing  alternative  are  shown  in  table  7.   This 
alternative  would  result  in  concentrated  impacts  in  the 
Green  River-Hams  Fork  and  Denver-Raton  Mesa  Coal  Regions. 
The  most  notable  impact  increases  in  the  Green  River-Hams 
Fork  Coal  Region  would  be  a  47.3  percent  increase  in  coal 
production  and  a  48  percent  increase  in  population.   Other 
coal  development  impact  indices  which  would  increase  from 
25  to  37  percent  are  land  committed,  agricultural  produc- 
tion  losses,  disabling  accidents,  game  animal  losses,  and 
particulate  emmissions.   The  key  impact  indices  within 
the  Denver-Raton  Mesa  Coal  Region  would  also  increase 
during  the  1985  period;  however,  the  percentage  increases 
would  equal  roughly  half  those  anticipated  in  the  Green 
River-Hams  Fork  Coal  Region.   The  1985  impacts  in  the 
Western  Interior  Coal  Region  would  reflect  a  23.9  percent 
decrease  in  coal  production.   All  other  regions  would 
encounter  slight  reductions  in  impacts,  with  the  San  Juan 
River  Coal  Region  being  subjected  to  the  greatest  reduc- 
tions, especially  in  the  key  impact  area  of  population 
(27.3  percent  loss) . 

By  1990,  the  Powder  River  and  Green  River-Hams  Fork 
Coal  Regions  would  be  the  major  areas  of  impact  concentra- 
tion. The  Green  River-Hams  Fork  Coal  Region  would  sustain 
a  coal  production  increase  of  51.4  percent  with 
related  coal  development  impacts  such  as  land  committed, 
agricultural  production  losses,  population  increases,  and 
game  animal  losses  exceeding  40  percent.   Particulate 


ALTERNATIVE  IMPACT  SUMMARY 
MEET  DOE  GOALS 


KEY  IMPACT  AREAS 

COAL  REGIONS 

Northern 
Appalachian 

Central 
Appalachian 

Southern 
Appalachian 

Eastern 
Interior 

Western    • 
Interior 

Texas 

Powder          Green  River- 
River        1    Hams  Fork 

Fort 
Union 

San  Juan 
River 

Uinta- 

Southwestern 

Utah 

Denver- 
Raton 
Mesa 

1985 

PERCENT  CHANGE  EROM  NO  NEW  LEASING  (BASE  CASE) 

1 

Coal  Production 

0 

-   1.0 

-19.6 

-   1.3 

-23.9                -  9.8 

0 

v::: ■;;-,?■:.  '■■ 

-10.8 

-10.8 

Coal  Consumption 

0 

0 

-  3.2 

-  2.5 

+  3.1 

-  0.4 

-  1.8 

-  4.4 

+   2.5 

-13.5 

+  2.8 

| 

Land  Committed 

0 

-  0.8 

-  5.2 

-    2.4 

0 

-  2.4 

"-  0.4 

;.;K  i;m:t  ;:>. 

-11.3 

-11.4 

+  0.6 

+24.1 

Agriculture 

0 

-  0.8 

-  5.3 

-  2.4 

0 

-   2.4 

0 

-V^-v^V* 

-11.3 

0 

0 

+24.1 

Population 

-  0.1 

-10.2 

-15.8 

-  4.3 

+  0.7 

-  2.2 

+  0.1 

WP-^'fyJ 

-18.3 

-27.3 

-  9.0 

+19.5 

Disabling  Accidents 

+  0.3 

0 

-16.7 

-  0.2 

-  5.9 

-  0.5 

-  5.0 

.  .  -:■?!:>    . 

-  6.9 

" 

-  8.4 

+  1.0 

Water 

0 

-  0.4 

-  3.4 

-  2.6 

+   2.9 

-  0.5 

-  1.4 

+  7.6 

1.8 

-13.3 

2.2 

19.6 

0 

-  0.8 

-  4.7 

-  2.5 

0 

-  2.4 

-  0.3 

-11.8 

+20 

+  3.8 

+26.1 

Particulate  Emissions 

0 

-  0.5 

-  4.0 

-   2.6 

+   2.5 

-  1.1 

-  0.1 

+25,2 

-  5.5 

-12.3 

-  1.1 

+15.1 

Sullur  Oxide  Emissions 

0' 

-  0.3 

-  3.1 

-  3.0 

+  2.9 

+   0.2 

-    1.0 

+  4.1 

+   1.4 

+12.5 

+  2.7 

+  8.7 

1990 

I 

ERCENT  CHANGE  EROM  NO  NEW  LEASING  (BASE  CASI 

.) 

'■       ^°-3 

-  2.8 

-  2.8 

■'...■■ 

Coal  Production 

+   1.3 

-  2.6 

-'■■'■'■;''f.-j. ';.'■: 

-  5.7 

+22/2       j   : 

+  1.5 

+  5.8 

+  5.7. 

Coal  Consumption 

0 

0 

0 

+  1.0 

+  5.2 

+    1.1 

Land  Committed 

+  0.4 

-  1.2 

-  3.4 

-  3.0 

-  2.8 

-  7.6 

-  3.9 

-  3.9 

+  0.5 

Agriculture 

+  0.4 

-  1.2 

-  3.4 

-  3.0 

-  2.8 

-  7.6 

0 

0 

+  0.6 

Population 

+  6.2 

-  6.5 

■:■.':;;■;  ;:..v::;.;.: 

-  4.2 

-  7.6 

-  9.6 

-33.6 

-11.5 

-11.5 

:Sv:f>  : 

Disabling  Accidents 

+    1.3 

-  0.8 

-2-i  I 

-  3.4 

+21.7 

-  0.3 

+  9.0                +26.9 

-  8.4 

0 

-29.3 

-  7.5 

Waler 

0 

-  0.2 

-  0.3 

0 

2.1 

-  0.8 

+   7.3 

+  6.2 

-12.6 

-  0.7 

-  1.8 

2.8 

Game  Animai  Losses 

+  0.4 

-  1.2 

-  3.4 

-  3.0 

-  3.4 

-  7.6 

AS-::-'CMM 

-2.;.!.1 

0 

0 

0 

Particulate  Emissions 

+  0.3 

-  0.7 

-  1.8 

-  0.8 

+   1.4 

-  2.9 

+233 

'KmMiip: 

-18.6 

-14.4 

+14.4 

-  7.0 

Sulfur  Oxide  Emissions 

+  0.1 

0 

+  0.2 

+  0.4 

+  2.3 

-  0.4 

+  2.7 

+   2.4 

-  6.8 

-  1.1 

+  0.6 

+  3.1 
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emissions  would  increase  by  30.3  percent.   In  the  Powder 
River  Coal  Region,  1990  projections  indicate  a  population 
increase  of  76.3  percent  followed  by  a  29.8  percent 
increase  in  coal  production.   There  would  be  a  9  to  23 
percent  increase  in  other  coal  development  impact  areas. 
Insignificant  impact  shifts  would  occur  in  all  regions, 
except  the  Fort  Union  Coal  Region,  which  would  be 
subjected  to  a  major  (roughly  20  percent)  reduction  in 
impacts . 


Decision 

The  structural  alternative  for  the  Federal  coal  management 
program  shall  be: 


1.  No  new  Federal  leasing, 

2.  The  preferred  program. 


3.  Process  outstanding  preference  right 
lease  applications. 

4.  Emergency  leasing. 

5.  Lease  to  satisfy  industry's  indications 
of  need. 

6.  State  determination  of  leasing  levels. 

7.  Lease  to  meet  DOE  production  goals. 

8.  Other 


4.  Program  Policies  and  Procedures 

(The  following  table  contains  all  program  policy  and  procedure 
decisions  presented  in  the  Secretarial  Issue  Document.  Suggestions 
for  using  the  table  and  supporting  papers  are  given  in  section  1  (c) 
above. ) 
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Issue  Identification 


Secretarial  Action  and  Comments 


I.   LAND  USE  PLANNING 


Introduction 


The  land  use  planning  systems  of  the  Bureau  of  Land 
Management  (BLM)  and  the  Forest  Service  and  the  coal 
activity  planning  process  of  the  BLM  are  to  provide  the 
initiative  and  the  forums  for  making  decisions  in  the 
Federal  coal  management  program.  The  planning  systems 
of  the  BLM  and  the  Forest  Service  are  broadly  similar  and 
are  expected  to  be  even  more  closely  related  when  new 
planning  regulations  under  the  Federal  Land  Policy  and 
Management  Act  of  1976  and  the  National  Forest  Management 
Act  of  1976  are  promulgated.  The  Forest  Service's  proposed 
National  Forest  System  Land  and  Resource  Management  Planning 
Rules  were  published  on  August  21,  1978.  The  BLM's  proposed 
planning  regulations  were  published  on  December  15,  1978. 
Under  the  proposed  regulations,  the  unit  plans  of  the  Forest 
Service  would  be  renamed  National  Forest  Plans  and  the 
Management  Framework  Plans  of  the  BLM  would  be  termed 
Resource  Management  Plans. 


Note: 

The  Final  BLM  Planning  Regulations  will  be  ready 

for  your  approval  concurrent  with  the  SID. 


Both  sets  of  proposed  regulations  would  permit  the  continued 
use  of  existing  plans  as  bases  for  resource  development 
decisions  until  new  plans  are  developed  under  the  new 
procedures.  Therefore,  both  existing  plans  under  present 
procedures  may  be  used  in  future  coal  management  decisions. 
However,  as  a  matter  of  practice  and  policy,  the  Department 
of  the  Interior  will  give  considerable  priority  to 
preparation  of  new  Resource  Management  Plans  in  the  most 
critical  high  value  coal  areas.  Some  Management  Framework 
Plans  would  be  examined  closely  and  modified  as  necessary 
to  ensure  compliance  with  the  proposed  unsuitability 
criteria  and  surface  owner  consultation  procedures  set 
forth  below.  The  results  of  this  examination  and  modi- 
fication would  be  published  in  supplements  to  the 
Management  Framework  Plans, 

The  manner  in  which  the  Forest  Service's  Planning  process 
will  relate  and  contribute  to  the  coal  management  program 
will  be  set  forth  in  Memoranda  of  Understanding  now  being 
negotiated  by  the  Forest  Service  and  the  BLM.  The  first 
of  these  is  to  be  on  unsuitability  criteria.   (The 
Secretary  is  required  by  Section  522  of  the  Surface  Mining 


Note: 

Department  Policy  Statement. 


Note: 

These  mous  are  discussed  in  issue  paper  1  and 
issues  concerning  them  are  presented  later  in 
this  table. 


43 


Federal  Coal  Management  Program  Description 


Issue  Identification 


Secretarial  Action  and  Comments 


Control  and  Reclamation  Act  to  make  the  determination  of 
which  land  is  unsuitable  for  surface  mining  on  all  Federal 
lands.  Ihe  Secretary  must  delegate  that  authority  to  the 
Forest  Service  to  enable  that  agency  to  conduct  the 
application  of  the  unsuitability  criteria  on  National 
Forest  Systems  Lands . ) 

The  land  use  plans  which  are  the  products  of  both  the 
existing  and  proposed  land  use  planning  systems  identify 
preferred  land  uses,  or  combinations  of  uses,  for  the 
planning  areas  and  serve  as  guides  to  the  Federal  land 
managers.  Ihe  land  use  plans  establish  the  nature,  extent, 
and  objectives  for  future  actions  and  programs  on  lands 
administered  by  the  two  agencies.  Under  the  preferred 
program  alternative,  the  principal  coal  resource  decision 
in  the  land  use  plans  would  be  the  determination  of  which 
areas  are  acceptable  for  further  consideration  for  coal 
leasing.  Ihese  areas  would  be  identified  after  placing 
all  lands  in  a  planning  area  through  four  screens, 
integral  to  the  planning  process: 

1.  Areas  would  be  eliminated  from  any  further  coal 
development  consideration  if  they  do  not  have  high  to 
medium  coal  potential. 


Note: 

Ihese  screens  will  be  fully  described  later. 


2.  Additional  coal  areas  would  be  eliminated  if  they  are 
judged  unsuitable  under  the  Department's  lands  unsuitability 
criteria. 

3.  Additional  coal  areas  may  be  eliminated  on  multiple 
use  grounds  if  other  Federal  resource  values  are  determined 
to  be  superior  to  coal. 

4.  Additional  coal  areas  where  the  Federal  government  owns 
the  coal,  the  coal  would  be  surface  mined,  and  the  surface 
is  owned  by  ranchers  or  farmers  may  be  eliminated  after 
consultation  with  those  surface  owners. 


The  remaining  areas  after  application  of  these  screens 
would  be  identified  in  the  land  use  plan  as  areas  acceptable 
for  further  consideration  for  coal  leasing,  subject  to 
areawide  constraints  and  use  coordination  requirements  to 
guide  coal  program  activities.   (Note:  Any  leasing  which 
is  conducted  would  not  involve  all  the  land  in  these 
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areas.  Those  lands  not  leased  would,  of  course,  continue 
to  be  available  for  any  other  uses,  (e.g.,  livestock 
grazing)  permitted  by  the  land  use  plan.)  These 
constraints  and  requirements  could  include  such  actions  as: 
(a)  establishment  of  threshold  development  levels  over  the 
planning  area;  (b)  identification  of  unique  stipulations 
to  be  placed  in  any  potential  coal  lease  on  an  area  which 
the  land  use  plan  might  identify  as  acceptable  for  further 
consideration  for  leasing;  and  (c)  recommendations  of 
preferred  coal  leasing  areas,  if  the  areas  acceptable  for 
further  consideration  for  coal  leasing  clearly  are  larger 
than  may  be  needed  for  leasing.  The  proposed  planning 
regulations  would  require  review  of  a  plan  every  five 
years,  and  full  revision  of  a  plan  in  15  years,  or 
earlier  if  necessary. 


Issue  Identification 


Secretarial  Action  of  Comments 


All  potential  resource  users  —  ranchers,  coal  companies, 
timber  purchasers,  environmental  organizations,  etc.  — 
would  be  expected  to  participate  actively  in  the  land  use 
planning  process  if  the  process  is  to  allocate  uses  of 
the  Federal  lands  in  the  best  possible  manner.  For 
example,  the  coal  industry  would  be  expected  to  help 
identify  high  and  medium  potential  coal  resources  and 
no  area  would  be  excluded  in  the  first  screen  that  is 
shown  by  a  company  to  contain  coal  which  possesses  a 
medium  potential  for  development.  Industry  would  also  be 
expected  to  argue  forcefully  in  favor  of  coal  development 
over  other  uses  in  the  resources  trade-off  screen  and 
provide  any  data  it  might  have  which  would  permit  the 
making  of  exceptions  to  the  application  of  unsuitability 
criteria.  Environmental  organizations  would  be  expected 
to  assist  the  planning  team  in  identifying  situations 
which  require  the  application  of  unsuitability  criteria, 
critique  information  which  suggests  exceptions  may  be 
made,  and  advocate  non-commodity  uses  of  the  land. 
Ranchers,  timber  purchasers,  and  other  users  should  voice 
their  desire  to  see  sufficient  land  allocated  to  their 
uses  of  the  resources  trade-off  screen. 

Coal  Potential.   Oily  a  portion  of  the  coal  resources 
within  a  land  use  planning  area  is  likely  to  be  potentially 
economic  to  mine  or  to  become  so  over  the  life  of  the  land 
use  plan.  Rather  than  apply  all  the  screens  in  the  land 
use  planning  process  to  uneconomic  coal,  the  first  screen 
to  be  applied  would  identify  high  or  moderate  development 


Note: 

Threshold  limits  and  be  fully  described  later. 
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Issue  Identification 


Secretarial  Action  and  Comments 


potential  coal.  Lands  with  less  than  moderate  development 
potential  would  be  dropped  from  further  consideration 
until  their  potential  for  development  is  judged  to  be 
higher,  perhaps  during  the  next  land  use  planning  cycle. 


The  major  source  of  information  for  this  screening  would 
be  the  coal  resource  occurrence/coal  development  potential 
(CRD/CDP)  maps  and  other  related  coal  potential  analysis 
of  the  U.  S.  Geological  Survey.  Where  CRO/CDP  maps  are 
not  available,  other  sources  of  information  such  as 
information  from  the  geological  surveys  of  the  States  and 
other  available  U.  S.  Geological  Survey  data  would  be 
used.  It  should  be  emphasized  that  this  screen  is  only 
the  first  of  four  in  the  land  use  planning  process  and 
its  application  does  not  have  as  its  result  the 
designation  of  any  land  as  an  area  to  be  included  in  a 

lease  sale  (a  decision  taken  only  later  in  activity 
planning  after  land  use  planning  has  been  completed), 
or  even  to  be  determined  acceptable  for  further 
consideration  for  possible  leasing  (a  decision  to  be 
made  at  the  end  of  land  use  planning  after  all  four 
screens  have  been  applied).  With  this  in  mind,  coal 
companies,  the  States,  or  members  of  the  public  may 
submit  non-confidential  coal  geological  and  economic 
data  during  the  early  inventory  phase  of  planning. 
Where  such  information  is  determined  to  indicate 
significant  development  potential  for  an  area  not  shown 
to  be  of  medium  or  high  potential  in  the  GRO/CDP 
maps,  the  area  would  not  be  excluded  from  further 
consideration  and  application  of  the  remaining  screens 
in  the  land  use  planning  process. 


Previous  Issue 

Should  coal  leasing  be  restricted  to  areas  .iden- 
tified in  CRO/CDO  maps? 


Require  only  that  coal  leases  be  issued  with- 
in KRCRAs. 


(+)  Would  make  the  widest  area  available  for  con- 
sideration. 

(-)  Department  might  end  up  trying  to  lease 
tracts  with  inadequate  knowledge  of  value 
of  coal. 

2.  Lease  only  in  areas  identified  as  high  or 
medium  coal  development  potential  by  the  CRO/CDP 
maps. 

(+)  Ensures  consistent  coal  data. 

(-)  Pressure  could  be  applied  to  increase  CRO/CDP 

effort,  increasing  costs. 

3.*  Require  only  that  coal  leases  be  issued  with- 
in KRCRAs  but  retain  coal  quality  as  a  ranking 
factor  and  use  CRO/CDP  maps  for  information. 

(+)  Makes  widest  area  available  for  consideration 
(+)  Though  not  requiring  use  of  CRO/CDP  data, 

encourages  use  of  these  data  for  consistency. 
{-)  Possibility  for  inconsistency  in  coal  data 
use. 


Option  1  

Option  2  ~"  ^^^^^ 
Option  3  CDA  6/1/79 
Other  Action 


Note: 

The  preferred  program  decision  was 
amplified  to  permit  industry,  the 
States,  and  the  public  to  help 
identify  the  high  and  medium  po- 
tential coal  lands  as  a  result  of 
comments  received  on  the  draft  EIS. 


(Issue  Paper:  "Interregional  Matters  Affecting 
Design  of  a  Coal  Leasing  Program",  July  18,  1978) 


Asterisk  in  column  2  indicates 
previous  preferred  program 
decision. 


Note: 

Department  Policy  Statement 

Program  Concurrence. 

Except  where  otherwise  noted,  the  Department 
shall  be  guided  by  the  procedures  and  policies 
set  out  in  the  section  "Coal  Potential". 


Approve_ 


CDS  6/1/79 


Approve  with 
Modifications_ 
Other  Action 


Federal  Coal  Management  Program  Description 


Unsuitability  Criteria,  the  key  activity  added  to  the 
land  use  planning  process  as  a  result  of  the  requirements 
of  Section  522  of  SMCRA  and  other  policy  directives  is  the 
application  of  lands  unsuitabililty  criteria.   It  is  the 
second  of  four  screens  applied  to  Federal  coal  lands 
in  the  land  use  planning  process. 

The  President,  in  a  May  24,  1977,  memorandum  implementing 
his  Environmental  Message  of  May  23,  1977,  instructed 
the  Interior  to  lease  "only  those  areas  where  mining  is 
environmentally  acceptable  and  compatible  with  other  land 
uses."  The  President  further  directed  that  the  Department 
"scrutinize  existing  Federal  coal  leases  (and  preference 
right  lease  applications)  to  determine  whether  they  show 
prospects  for  timely  development  in  an  environmentally 
acceptable  manner,  taking  steps  as  necessary  to  deal  with 
non-producing  and  environmentally  unsatisfactory  leases 
and  applications." 

In  addition,  on  August  3,  1977,  the  President  signed  into 
law  the  Surface  Mining  Control  and  Reclamation  Act  (SMCRA). 
Section  522  of  this  Act  requires  the  Secretary  to  review 
Federal  lands  to  determine  whether  they  contain  areas 
which  are  unsuitable  for  surface  coal  mining  operations. 
SMCRA  also  contains  a  requirement  for  the  States  to 
undertake  a  similar  program  for  non-Federal  lands  if  they 
wish  to  assume  primary  regulatory  authority  under  the  Act. 
A  list  of  standards  to  be  used  by  the  States  is  identified 
in  Section  522(a)(3)  of  the  Act.  These  same  standards 
are  also  required  to  be  applied  to  Federal  lands  (private 
surface  lands  overlying  Federal  coal  are  considered  to  be 
Federal  lands  for  the  purposes  of  the  application  of  the 
standards) . 

Under  the  preferred  program,  unsuitability  criteria  have 
been  developed  in  response  to  Section  522  of  SMCRA  and 
the  directives  in  the  President's  Environmental  Message. 
The  criteria  are  to  be  applied  to  medium  and  high  potential 
coal  lands  in  the  land  use  planning  process  to  identify 
those  areas  with  key  features,  principally  environmental, 
which  make  them  unsuitable  for  all  of  certain  methods  of 
coal  mining  and  thus  should  not  be  leased  for  that  purpose. 
Accordingly,  these  areas  would  be  removed  from  the  activity 
planning  process  of  delineation,  ranking,  selection  and 
scheduling  of  tracts  for  lease  sales  or  continued  for 
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Note: 

This  topic  is  the  subject  of  a  new  extended 
analysis  in  issue  paper  1  in  part  B.  Before 
making  any  decisions  that  paper  should  be 
consulted . 


Previous  Issue 

Should  lands  unsuitability  criteria  be  adopted  by 

the  Department  ? 

1.  *Criteria  should  be  adopted  by  Department. 

(+)  Assures  consistency  among  field  units. 
(+)  Provides  local  land  managers  a  standard. 
(+)  Provides  a  mechanism  for  assessing  cumulative 
impacts  of  statutory  regulation  and  policy. 
(+)  High  level  of  public  visibility. 
(+)  Provides  greater  compatibility  with  State 
programs . 

(-)  Rigid  application  might  restrict  tract  avail- 
ability. 

2.  Criteria  should  not  be  adopted  so  that  maxi- 
mum discretion  is  exercised  at  field  level. 

(+)  No  changes  needed  in  existing  planning  pro- 
cedure. 

(+)  Risks  of  new  system  avoided, 
(-)  No  consistent  mechanism  for  use  on  PRLAs  and 
existing  leases. 

(Issue  Paper:  "Interregional  Matters  Affecting 
Design  of  a  Coal  Leasing  Process','  July  18,  1978) 
(See  Section  5.4.8  of  EIS) 


Secretarial  Action  and  Comments 


Cption  1  CDA  6/1/79 

Option  2  

Other  Action 
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Issue  Identification 
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only  certain  stipulated  methods  of  mining.  A  principal 
purpose  of  the  unsuitability  criteria  is  to  ensure  that 
the  responsibility  of  determining  Federal  lands  unsuitable 
for  coal  mining  is  fulfilled  in  as  consistent,  uniform, 
and  objective  a  manner  as  possible  so  that  all  parties  — 
public  officials,  coal  companies,  environmentalists,  and 
the  public —  can  have  confidence  in  the  unsuitability 
decisions.  As  Federal  land  planners  have  not  had  to 
follow  any  such  national  standards  before,  their  very 
existence  would  fulfill  the  purpose  of  limiting  the 
incidence  of  divergent,  subjective  land  use  decisions. 
Certainly,  because  of  the  vast  differences  in  topography 
and  other  conditions  in  Federal  coal  lands,  no  set  of 
criteria  can  be  designed  to  eliminate  entirely  the 
necessity,  or  indeed  the  advisability,  of  subjective, 
site-specific  decisions  by  the  planners.  However,  the 
proposal  to  include  the  procedures  for  applying  the 
criteria, and  the  cr iter ia , themselves  in  regulations  and 
the  proposed  application  procedures  which  emphasize 
public  accountability  for  application  decisions  and 
limit  the  situations  in  which  exceptions  to  criteria  are 
to  be  considered,  would  greatly  reduce  the  range  and 
number  of  subjective  judgments  the  planner  might  otherwise 
make  lacking  firm  policy  guidance. 

Section  522  does  not  require  that  the  Federal  lands 
unsuitability  review  be  completed  prior  to  leasing  or 
even  prior  to  issuance  of  a  mining  permit,  although 
several  individual  criteria  selected  by  the  Under  Secretary 
incorporate  mandatory  requirements  of  section  522  of 
SMCRA  and  other  statutes  and  would  have  to  be  applied 
prior  to  permit  issuance.  However,  the  Department  has 
proposed  to  apply  all  the  criteria  at  the  mining  plan 
stage.  In  addition,  the  Secretary  chose  to  apply  the 
criteria  not  just  at  the  mine  plan  stage  late  in  coal 
management  decision-making  process  but  also  at  the 
beginning  of  the  process  in  land  use  planning.  He 
expressed  this  preference  for  several  reasons:   to  provide 
greater  predictability  for  all  interested  parties  in  the 
coal  management  program,  to  ensure  that  lands  which  clear- 
ly should  not  be  mined  are  excluded  from  leasing  considera- 
tion as  promptly  as  possible,  and  to  avoid  the  costly 
situation  for  both  a  coal  company  and  the  Federal  govern- 
ment of  taking  a  tract  all  the  way  through  lease  sale  and 


Reconsideration  of  Previous  Issue 

Which  unsuitability  criteria  should  the  Depart- 
ment use  in  conducting  the  Federal  lands  review 
for  lands  unsuitable  and  what  should  be  their 
wording.  You  should  refer  to  the  issue  paper  1 
for  the  proposed  wording  alternatives. 


Criteria: 


1.      Federal   Lands   System 


2.       Rights-of-way    and    easements 


3.     Buffer  zones  along  rights-of-way  and  adjacent 
to  communities  and  buildings. 


4.     Wilderness . study  areas 


5.       Scenic    areas 


6.  Land  used  for  scientific  study 


2. 
3. 


The  following  options  are  possible  for 

each  criterion. 

1.  Select  preferred  alternative 
Select  OCLPC  recommendation 
Select  OCLPC  alternative 
(criteria  5  and  15) 
Modify  preferred  or  OCLPC  alter- 
native as  indicated  in  decision 
Reject  criterion 
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Decision 

#4  CDA 

Comment 

Delete  buffer 

zone 

Decision 

#4   CDA 

Comment 

delete  agric. 

leases 

Decision 

#2    CDA 

Comment 

Decision 

#2    CDA 

Comment 

Decision 

t?4    CDA 

Comment     Delete   ref. 

to 

Class   II 

in  pretered 
Decision        #2  cda 

alt 

Comment 
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mine  plan  development  only  to  find  it  is  either  unminable 
or  would  require  such  restrictive  stipulations  in  the 
mine  plan  or  mining  permit  as  to  make  mining  uneconomic. 

An  intensive  Departmentwide  effort  was  made  to  develop 
the  24  unsuitability  criteria  and  their  exceptions 
selected  by  the  Under  Secretary  for  inclusion  in  the 
preferred  program.  Between  November  1977  and  March  1978, 
a  task  force  representing  ten  agencies  and  offices  in 
the  Department  of  the  Interior  and  the  Forest  Service, 
Department  of  Agriculture,  conducted  a  comprehensive 
review  of  existing  legislation,  Presidential  and 
Secretarial  Orders,  and  Departmental  policy  and  prepared 
a  set  of  draft  unsuitability  criteria  with,  in  many  cases, 
alternative  criteria  and  exceptions.  These  citeria  were 
then  field  tested  by  three  task  force  teams  on  Federal 
lands  in  four  test  areas  in  Montana,  Utah,  and  Wyoming 
during  the  summer  of  1978.  After  completion  of  the  field 
test,  the  task  force  reconvened  to  review  the  field  test 
results,  and,  on  the  basis  of  those  results. 
to  recommend  to  the  Department  which  criteria  and 
exceptions  should  be  altered,  added,  or  deleted. 
The  field  test  results  and  recommended  criteria  and 
exceptions  appear  in  the  task  force's  September  12, 
1978,  final  report,  Land  Unsuitability  Criteria."  The 
Under  Secretary  expressed  a  preference  for  the  24 
criteria  and  their  exceptions  after  extensive  dis- 
cussions with  the  Assistant  Secretaries  for  Land 
and  water  Resources;  Fish,  Wildlife  and  Parks, 
Energy  and  Minerals;  and  Policy,  Budget  and 
Administration;  and  the  Solicitor.  Each  Assistant 
Secretary  and  the  Solicitor  proposed  new  language 
for  many  of  the  task  force's  recommended  criteria 
and  exceptions  and  either  deletions  or  additions  to 
those  criteria  and  exceptions.  Certain  criteria  and 
exceptions  were  more  tightly  drawn  to  ensure  that 
their  application  would  not  result  in  the  screening 
out  ot  the  values  reflected  in  the  criteria.  On  the 
other  hand,  a  number  of  new  criteria  were  added  by  the 
Under  Secretary  to  provide  protection  to  values  other 
than  those  which  the  task  force's  recommended  criteria 
were  intended  to  protect.  Finally,  one  criterion 
recommended  by  the  task  force  was  deleted  by  the  Under 


7.  Historic  lands  and  sites 


8.  Natural  areas 


9.  Federal-listed  endangered  species 


10.  State-listed  endangered  species 


11.   Bald  and  golden  eagle  nests 


12.  Bald  and  golden  eagle  nest  and  concentration 
areas. 


13.  Falcon  cliff  nesting  sites 


14.  Migratory  birds 


15.  State  resident  fish  and  wildlife 


16 .  Wetlands 


Decision 

#2  CDA 

Comment 

Decision 

#2  CDA 

Comment 

Decision 

#4  CDA 

Comment  change  to  language 

recommended  by  FWSP  . 
Decisior  #2  CDA 

Comment 

Decision 

#2  CDA 

Comment 

Decision 

#2  CDA 

Comment 

Decision 

#2  CDA 

Conment 

Decision 

#2  CDA 

Comment 

Decision 

#4  CDA 

Conment 
Decision 

Possible  Criterion  with 
Deletion  of  buffer  zone 

CDA 

Comment  Cane  back  to  us  with 

other  options. 
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Secretary.   Because  the  criteria  and  exceptions 
selected  by  the  Under  Secretary  for  the  preferred 
program  are  changed  significantly  from  the  criteria 
and  exceptions  originally  field  tested  by  the  task  force, 
the  Department  determined  that  they  should  be  field 
tested  anew  before  the  Secretary's  final  decision  on 
them.  Furthermore,  the  Department  designed  procedures 
for  these  field  tests  to  ensure  that  the  criteria 
and  exceptions  would  receive  attention  not  only  from 
the  land  management  agencies'  planners,  but  also  from 
interested  user  groups  and  the  public.  The  field  tests 
were  conducted  in  a  four  -county  area  in  Alabama  and  on 
540,000  acres  in  ten  planning  units  in  Colorado,  Montana, 
Utah,  and  Wyoming,  the  preliminary  results  were  made 
available  to  the  public  in  the  form  of  draft  supplements 
to  existing  land  use  plans  and  public  meetings  held  on 
the  documents.  Ihe  draft  supplements  and  public 
comments  are  summarized  in  the  issue  paper  1  in  part  B. 
Any  changes  in  the  preferred  criteria  and  exceptions  adopted 
would  be  subsequently  incorporated  in  the  final  supplements 
which  would  be  published  after  this  decision. 

These  24  preferred  unsuitability  criteria  can  be  divided 
into  four  categories:  those  which  are  required  under 
Section  522  of  SMCRA  (e.g.  Federal  land  system,  buffer  zones 
along  rights-of-way  and  adjacent  to  communities  and  buildings, 
reclaimability  criteria) ,  those  which  are  discretionary  under 
Section  522  (e.g.,  land  used  for  scientific  studies,  municipal 
watersheds,  and  flood-plain  criteria);  those  which  the  Depart- 
ment chooses  to  enforce  through  the  application  of  unsuit- 
ability criteria  (e.g.,  federally-listed  endangered  species 
and  bald  and  golden  eagle  criteria);  and  those  which  are  not 
required  by  statute  but  which  the  Department  has  decided  to 
apply  in  its  discretion  as  good  public  policy  (e.g.,  scenic 
areas.  State  resident  fish  and  wildlife.  State  lands  unsuit- 
able, and  State  proposed  criteria).  In  short,  some  of  the 
criteria  involve  interpretation  of  legal  require  .rents  with 
circumscribed  limits;  others  represent  an  attempt  to  set 
broader  limits  on  field-level  resource  management  judgments 
that  have  previously  been  entirely  discretionary.   Each 
criterion  in  all  four  categories  of  criteria,  including  the 
two  discretionary  categories,  would  be  fully  applied  during 
land  use  planning;  the  responsible  official  would  not  have  the 
discretion  to  refrain  from  applying  any  criterion.  The  only 


17 .  Floodplains 


18.   Municipal  watersheds 


19.  National  resource  waters 


20.  Prime  farm  land 


21.   Alluvial  valley  floors 


22 .  Reclaimabilitv 


23.   State  lands  unsuitable 


24.   State  proposed  criteria 


The  department  should  study  and  reconsider 
unsuitability  criteria  aimed  at  prevention 
of  significant  deterioration  of  air  quality, 
protection  of  sole  source  aquifers,  and 
wetlands . 


Decision  *2  CDA 
Comment 


Decision  *2  cda 
Comment 


Decision   *2  CDfi 
Comment  __ 


Decision   Delete   Cda 
Comment 


Decision 
Comment 


Decision 

Comment 


Delete 


Decision   Delete ,     cda 

Comment  but  consider  State 
unsuitability  in  Mult.  uslTplan 

Decision  *2  CDA 

Comment 


Approve  CDA 
Disapprove 
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remaining  discretion,  either  permitted  by  law  in  the  required 
criteria  or  inherent  in  the  discretionary  criteria,  is 
incorporated  in  the  exceptions  and  the  decision  whether  to 
apply  an  exception.  The  combination  of,  first,  taking  issues 
that  have  been  considered  within  varying  degrees  of  specificity 
at  various  stages  of  Federal  coal  management  and  requiring  that 
they  receive  some  attention  at  the  earliest  stages  of  planning 
and,  second,  providing  that  attention  through  a  process  that 
requires  site-specific,  for-the-record  determinations  of 
the  applicability  of  those  criteria  could  have  two  bene- 
ficial results.  It  would  make  all  land  use  planning 
decisions  more  sensitive  to  the  resource  values  covered 
by  the  unsuitability  criteria  and  would  permit  a  level 
of  public  review  and  accountability  not  previously 
associated  with  that  kind  of  field-level  decision  . 


Issue  Identification 


Secretarial  Action  and  Comments 


The  unsuitability  criteria  would,  in  some  form,  be  applied 
to  all  new  leases,  including  emergency  leases  and  preference 
right  lease  applications.  The  criteria  would  be  applied 
directly  to  the  tract  areas  for  emergency  and  preference 
right  lease  applications.  For  all  other  new  leases,  the 
procedures  set  forth  below  would  be  followed. 


6/2/79 


The  responsible  official  of  the  Federal  land  management 
agency  would  describe  in  the  land  use  plan  the  results  of 
the  application  of  each  of  the  unsuitability  criteria  to 
the  medium  and  high  potential  coal  lands  in  the  planning 
area.  He  would  state  each  instance  in  which  a  criterion 
is  found  to  be  applicable  and  shew  the  area  which  is 
excluded  from  further  coal  development  consideration  or, 
should  be  determine  that  the  conditions  for  an  exception 
exist,  describe  the  area  to  which  the  exception  applies 
and  discuss  in  detail  the  reasons  why  the  exception  is 
made  and  what  type  of  stipulations  will  be  required  in  the 
lease  or  mining  permit  to  assure  compliance  with  the 
exception.  In  applying  the  criteria  and  exceptions,  the 
responsible  official  would  first  publish  a  composite  map 
showing  full  application  of  all  criteria  prior  to  con- 
sideration of  any  of  the  exceptions.  The  map  would  be 
part  of  the  formal  documentation  to  be  made  available 
to  the  public.  Cnly  after  the  map  has  been  prepared  and 
made  public  would  the  exceptions  be  applied;  however,  the 
responsible  official  would  consider  using  an  exception  only 
when  a  small  area:   (1)  has  applicable  to  it  a  criterion; 


Previous  Issue 

The  procedures  set  out  in  the  following  two 

paragraphs  were  adopted  as  preferred  policy  by 

the  Under  Secretary,  October  3,  1978.  No 

pro/con  analysis  was  developed.   (Issue  Paper: 

"Land  Unsuitability  Criteria,"  September  22, 

1978) 


New  Issue 

BIM  should  set  out  a  formal 
method  for  consultations  called 
for  by  criteria  in  coal  manage- 
ment final  regulations. 
(For  discussion  see  procedures 
section  of  Option  Paper  1.) 


Adopt* 

Defer 

Reject 

Modify:  CDA 

Adopt  Recommendation 
on  oaqes  13 ,  14  &  15  of 
issue  Paper  #1. 


Adopt 

CDA 

Defer: 

Reject : 

Modify: 
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(2)  is  isolated  in  a  larger  area  to  which  no  criteria  other- 
wise apply.  This  procedure  deters  aggresive  application  of 
the  exceptions  and  places  a  distinct  burden  of  proof  on  the 
responsible  official  to  carefully  and  forcefully  document  any 
application  of  exceptions  which  he  would  make. 

Where  the  quality  of  the  data  available  for  the  application  of 
a  particular  criterion  or  exception  is  high,  the  responsible 
official  would  decide  on  the  basis  of  that  data  whether  the 
area  is  unsuitable  as  set  out  above,  where  data  are  unavail- 
able or  where  the  best  available  data  are  not  of  sufficient 
quality  to  allow  a  decision  on  the  application  of  the 
criterion  or  exception  to  be  reached  with  reasonable  certainty, 
the  responsible  official  would  continue  the  land  affected  in 
the  process  and  state  in  the  land  use  plan  when  in  activity 
planning,  lease  sale,  or  post-lease  activities  the  additional, 
necessary  data  might  be  obtained.  At  such  time  as  the  data 
become  available,  the  responsible  official  would  be  required 
to  make  public  his  determination  concerning  unsuitability, 
and  the  reasons  therefor,  and  provide  opportunity  for  public 
comment  before  that  determination  is  made.  Any  changes  which 
either  result  from  petitions  for  designating  lands  unsuitable 
or  for  removing  unsuitability  designations  or  are  warranted 
additional  data  acquired  in  the  activity  planning,  lease 
sale,  or  mine  plan  review  process  would  be  made  without 
formally  revising  the  plan. 


All  lands  not  identified  as  unsuitable  for  coal  mining  would 
be  considered  further  in  the  land  use  planning  process. 
Where  underground  mining  of  Federal  coal  would  produce  hydro- 
logic  or  surface  effects  to  which  an  unsuitability  criterion 
applies,  those  lands  would  be  considered  unsuitable  unless 
the  conditions  exist  to  permit  an  exception.  In  predicting 
surface  effects,  the  responsible  official  would  consider 
surface  occupancy  and  the  potential  for  subsidence,  fire, 
or  other  environmental  impacts  of  underground  mining  which 
may  be  manifested  on  the  surface. 
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As  previously  mentioned,  the  decision  to  apply 
unsuitability  criteria  at  the  land  use  planning  stage,  as 
well  as  the  post-leasing  mine  plan  stage,  was  based  on 
both  public  policy  and  economic  considerations.  By  this 
policy  preference,  the  Department  hopes  to  avoid  the 
unfortunate  and  possible  frequent  occurrence  of  the 
following  scenario:  the  Federal  government  expends 
considerable  sums  of  money  on  a  site-specific  analysis 
for  lease  sale  preparation;  a  mining  company  also 
incurs  large  expenditures  to  determine  whether  it 
wishes  to  bid  on  the  tract  and  (if  successful  in 
purchasing  the  lease)  to  prepare  a  mine  plan;  application 
of  the  criteria  at  the  time  of  mine  plan  submission  may 
suddenly  make  the  tract  unmineable  or  require  the 
insertion  of  so  many  stipulations  in  the  mine  plan 
or  mining  permit  as  to  make  mining  of  the  tract  unecono- 
mical, this  scenario  could  be  almost  entirely  avoided 
by  the  application  of  criteria  first  in  the  land  use 
planning  process.   However,  certain 

criteria,  most  notably  the  reclaimability  and  alluvial 
valley  floor  criteria,  would  require  so  much  costly, 
site-specific  data  -  data  which  would  not  be  collected 
until  after  the  land  use  planning  is  finished  (in  activity 
planning  or  prior  to  submission  of  the  mine  plan)  -  that 
the  application  of  them  in  the  land  use  planning  process 
could  only  serve  to  screen  out  the  most  obvious  areas. 
In  the  case  of  these  few  criteria,  there  would  remain  an 
unavoidable  possibility  that  significant  changes  could 
occur  when  the  criteria  would  be  applied  again  after  the 
lease  has  been  issued  at  the  time  of  mine  plan  submission. 
Note  also  that  there  are  other  potential  criteria  that 
might  be  applied  again  after  the  lease  has  been  issued 
at  the  time  of  mine  plan  submission.  Note  also  that 
there  are  other  potential  criteria  that  might  be  applied 
at  the  mine  plan  stage  but  not  earlier,  most  specifically 
criteria  related  to  geologic  hazards. 


6/2/79 


Program  Concurrence 

Except  where  other-wise  noted,  the  Department 
shall  be  guided  by  the  procedures  and  policies 
set  out  in  the  section  "Unsuitability  Criteria" 


Approve    

Approve  with 
Modification 
Disapprove 
Other 
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Unsuitability  and  Federal  Coal  Management.  The 
unsuitability  criteria  would  also  be  applied  to  each 
existing  non-producing  lease  upon  submission  of  a  mine 
plan  by  the  lessee.  (Should  an  existing  lease  be  within 
a  land  use  plan  area  to  which  unsuitability  criteria 
are  being  applied  in  land  use  planning  the  criteria  would 
be  applied  to  the  lease  at  that  time  if  a  mine  plan  has 
not  already  been  submitted.)  The  mine  plan  would  be 
reviewed  in  light  of  the  unsuitability  criteria  to  deter- 
mine which,  if  any,  apply.  If  a  criterion  applies,  the 
Department  would  evaluate  whether,  under  an  exception  to 
the  criterion,  the  plan  could  be  changed  to  eliminate  the 
harmful  effects  to  the  value  which  the  criterion  is  designed 
to  protect.  If  no  change  could  be  made  and  some  or  all 
types  of  mining  could  not  take  place  consistent  with  the 
criterion,  a  decision  would  be  made  whether  the  Department 
has  the  authority  to  apply  that  criterion  to  the  lease. 
If  the  lessee  has  valid  existing  rights  and  has  made  sub- 
stantial legal  and  financial  commitments,  he  may  be  exempted, 
by  statute,  from  complying  with  certain  of  the  criteria 
depending  on  the  source  of  authority  for  the  criteria 
and  the  dates  of  his  commitments.   If  the  Department  is 
found  to  possess  the  authority  to  apply  the  criterion, 
the  mining  would  not  be  permitted.  For  some  criteria, 
the  Department  would  have  to  formally  designate  the 
lands  as  unsuitable  to  prevent  mining;  for  others,  formal 
designation  would  not  be  needed. 


Previous  Issue 

The  procedure  set  out  in  this  paragraph  was 
adopted  as  preferred  policy  by  the  Under 
Secretary,  October  3,  1978.  No  pro/con  analysis 
was  developed. 

(Issue  Paper,  "Proposed  Additional  Unsuitability 
Criteria",  October  3,  1978. 


Adopt* 

Defer 
Reject 
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Section  522(b)  of  SMCRA  mandates  the  Secretary  of  the 
Interior  to  review  all  Federal  lands  for  unsuitability 
and  it  allows  citizens  to  petition  for  and  against 
designation  of  lands  as  unsuitable.  Consequently,  under 
SMCRA,  the  Department  must  have  procedures  to  apply 
unsuitability  criteria  both  as  part  of  a  comprehensive 
Federal  lands  review  and  as  part  of  a  petition  process. 

With  respect  to  Federal  lands,  the  Under  Secretary  on 
July  5 ,  1978 ,  approved  a  delegation  of  authority  that 
gives  BLM  the  responsibility  to  administer  the  Federal 
lands  review  through  its  land  use  planning  system  or 
otherwise  and  the  Office  of  Surface  Mining  Reclamation 
and  Enforcement  (OSM)  the  responsibility  to  administer 
the  statutory  petition  process . 


Note: 

This  decision  was  not  presented  within  the  frame- 
work of  the  perferred  program  decisions. 


Adopt:  CDA 
Defer:  _ 

Reject:  

Modify:  
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Section  522(b)  requires  the  Secretary  to  review  all 
Federal  lands  even  though  many  local  areas  are  under 
the  land  managing  jurisdiction  of  another  agency,  principally 
the  Forest  Service  or  the  Corps  of  Engineers.  By  expressing 
a  preference  for  the  application  of  the  unsuitability 
criteria  to  Federal  lands  in  the  land  use  planning  conducted 
by  each  Federal  surface  management  agency,  the  Department 
has  proposed  a  course  for  the  Federal  lands  review  that 
would  allow  other  surface  management  agencies  to  enter  into 
cooperative  agreements  with  the  Department  to  carry  out 
the  Federal  lands  review  on  lands  they  administer  just 
as  the  Bureau  of  Land  Management  will  on  land  it 
administers.   (The  BLM  is  presently  negotiating  a  memorandum 
of  understanding  with  the  Forest  Service  on  how  the  latter 
agency  would  apply  the  criteria  on  national  forest  system 
lands . )  For  any  agency  that  does  not  have  the  resources 
to  accomplish  such  a  review  for  lands  under  its 
jurisdiction,  the  Secretary  would  remain  obligated  to 
conduct  a  review  on  those  lands. 


The  Federal  lands  review  under  Section  522(b)  of  SMCRA 
would  be  conducted  in  accordance  with  the  procedures 
discussed  above  for  application  of  the  unsuitability 
criteria  during  land  use  planning  or  upon  submission  of 
a  mine  plan.  The  Federal  lands  review  is  not  a  program 
for  the  designation  of  lands  as  unsuitable  for  mining. 
Formal  designation  of  Federal  lands  as  unsuitable  would 
occur  only  in  response  to  a  petition  to  designate  under 
Section  522(c)  of  SMCRA.  Petitions  would  be  filed  with 
OSM  under  the  division  of  responsibility  established 
on  July  5.  Section  522(c)  requires  the  petitioner  to  be 
adversely  affected  by  potential  mining  of  the  lands  in 
question,  and  requires  each  petition  to  "contain 
allegations  of  facts  with  supporting  evidence"  to  establish 
the  truth  of  the  allegations.  Because  of  these  threshold 


New  Issue 

1.  Should  Department  delegate  responsibility  for 
Federal  Lands  Review  on  Forest  lands  to 
Forest  Service? 

a.  Do  not  include  specific  criteria  in  MOU; 
refer  to  our  regulations. 


t>-  MOU  should  provide  for  unsuitability  in  land  use 
analysis  if  no  Forest  Service  land  use  plan  will 
be  prepared  in  time. 

2.  Allow  differences  between  Department's  and 
Forest  Service  criteria? 

a.  No 

b.  Only  when  required  by  law 

c.  Determine  on  a  case  by  case  basis 

(for  discussion  of  issue  see  Issue  Paper  1) 
New  Issue 

Recommendations  for  fostering  efficiency 
in  data  collection  and  use  in  the  Federal 
coal  management  program  are  presented 
in  Issue  Paper  15 .   These  recommendations 
are  remanded  to  the  appropriate  Bureaus 
and  Offices  for  needed  further  study  and 
implementation . 

Note: 

Department  Policy  Statement. 


New  Issue 

BLM  and  OSM  should  study  and  recommend  formal 
petition  screening  criteria  for  controlling 
administrative  burden  that  might  be  caused  by 
the  petition  process .   Criteria  would  be  re- 
viewed by  AS/F.&M  and  AS/-LW  and  published  for 
public  guidance.   (For  discussion  of  issue  see 
last  section  of  Issue  Paper  1.) 


Agree    CDA 

Disagree  

Other  Action 


Concur 


CDA 


Concur  with 

modifications_ 
Do  not  concur 


Concur      CD? 
Concur  with 

modif ications_ 
Do  not  concur 


2a_ 
2b_ 
2c 


CDA 


Accept 

Reject  '" 

Accept  with  modification" 


Approve  

Disapprove 
Other  Action 
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requirements,  it  is  assumed  that  the  public  lands  will 
not  be  blanketed  by  petitions.  On  those  petitions  that 
do  pass  the  threshold  requirements,  designation  as 
unsuitable,  rejection  of  the  petition,  or  termination  of 
a  prior  designation  would  have  to  occur  within  one  year. 
The  year  provides  the  time  in  which  the  BIM  (or  other 
land  management  agency)  would  substantively  review  the 
petition  and,  if  necessary  and  possible,  examine  the 
tract,  and  in  which  a  public  hearing  on  the  petition 
would  be  held  and  a  written  decision  rendered.  The  OSM 
would  refer  each  petition  to  the  BIM  or  other  appropriate 
land  management  agency  for  its  review  and  the  results  of 
that  review  would  be  presented  at  or  before  the  hearing. 
The  BIM  or  other  agency  would  also  be  able  to  petition 
OSM  on  its  own  behalf  to  designate  Federal  lands  as 
unsuitable . 

While  the  criteria  applied  in  the  Federal  lands  review 
and  the  petition  process  are  the  same,  it  is  important 
to  note  that  GSM,  not  the  land  management  agency,  controls 
the  outcome  of  the  petition  process.  It  may  be  that 
certain  lands  chichi  would  not  be  found  to  be  unsuitable 
in  land  use  planning  might  be  designated  unsuitable  upon 
petition,  and,  conversely,  lands  deemed  unsuitable  by 
the  land  management  agency  might  not  be  designated  unsuitable 
upon  petition.  This  is  possible  because  the  unsuitability 
criteria  themselves,  and  their  exceptions,  are,  in  origin 
and  function,  designed  to  ensure  environmental  protection 
and  establish  mitigation  of  adverse  impacts,  while  the 
formal  designation  process  requires  consideration  of 
coal  d&T.and  and  the  socio-enconcmic  impacts  in  carrying 
cot  the  environmental  purposes  served  by  the  criteria. 
Section  522(d)  of  SMCRA  requires  OSM  to  prepare,  prior 
to  designating  Federal  land  unsuitable,  a  "detailed 
statement  en  (i)  the  potential  coal  resources  of  the 
area;  (ii)  tjje  demand  for  coal  resources,  and  (iii)  the 
impact  of  such  designation  on  the  environment,  the 
economy,  and  the  supply  of  coal."  In  order  to  assure 
the  greatest  consistency  between  OSM's  unsuitability 
designations  and  BIM's  or  other  land  management  agency's 
land  use  planning  unsuitability  assessments,  the  BIM 
would  require  in  its  coal  management  regulations  that  the 
same  "detailed  statement"  be  made  by  BLM  to  document  its 
unsuitability  assessments  when  it  adopts  a  land  use  plan. 


Program  Concurrence 
Except  where  otherwise 
noted ,  the  Department 
shall  be  guided  by  the 
procedures  and  policies 
set  out  in  the  section 
"Unsuitability  and  Federal 
Coal  Management." 


Approve  

Approve  with 
Modification 
Disapprove  _ 
Other  Action 


6/2/79 
CDA 
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Multiple  Use  Resource  Management  Decisions.  Although  it 
is  likely  that  most  major  conflicts  between  coal  and 
other  resources  would  be  addressed  during  the  application 
of  the  unsuitability  criteria,  significant  resource 
nalancing  decisions  oould  remain.  These  other  resource 
trade-offs  would  be  considered  and  acted  upon  after 
application  of  the  unsuitability  criteria.  The  adjustments 
at  this  stage  in  the  land  use  planning  process  would  be 
made  to  accommodate  unique,  site-specific  resource  values 
clearly  superior  to  coal  but  which  are  not  included  in 
the  criteria.  The  responsible  official  would  balance 
these  values  against  the  value  of  possibly  offering 
additional  coal  from  the  planning  unit. 


Program  Concurrence 
Except  where  otherwise 
noted,  the  Department 
shall  be  guided  by  the 
procedures  and  policies 
set  out  in  the  section 
"Multiple  Use  Resource 
Management  Decisions." 


Approve  _ 
Approve  with 
Modification 
Disapprove  _ 
Other  Action 


Surface  Owner  Consultation.  Section  714  <d)  of  SMCRA  requires 
the  Secretary  to  consult  during  the  planning  process  with 
certain  owners  of  the  surface  estate  overlying  Federal  coal 
resources  being  considered  for  leasing.  This  forms  another 
screen  for  identifying  lands  that  should  not  be  leased. 

In  order  to  minimize  disturbance  to  surface  owners  from 
surface  coal  mining  of  Federal  coal  deposits  and  to  assist  in 
the  preparation  of  comprehensive  land  use  plans  required  by 
Section  2(a)  of  the  Mineral  Leasing  Act  of  1920,  as  amended, 
the  Department  would  consult  with  any  surface  owner  as  defined 
in  Section  714(e)  of  SMCRA  whose  land  might  be  included  in  a 
leasing  tract  and  ask  the  surface  owner  to  state  his  preference 
for  or  against  the  offering  of  the  deposit  under  his  land  for 
lease.  It  would  also  request  disclosure  of  any  consent  for 
mining  already  given  by  the  surface  owner.  The  Department 
would,  to  the  maximum  extent  practicable,  refrain  from  leasing 
coal  deposits  for  development  by  methods  other  than  underground 
mining  in  areas  where  a  significant  number  of  qualified  surface 
owners  state  a  preference  against  the  offering  of  the  deposits 
for  lease.  Although  portions  of  these  areas  might  still  be 
designated  as  acceptable  for  further  consideration  for  coal 
leasing,  the  land  use  plan  would  contain  the  recommendation 
that  no  leasing  take  place  in  the  areas  unless  there  are  no 
acceptable  alternative  local  areas  available  to  meet  the 
leasing  target  for  the  entire  coal  region. 
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A  procedure  considered  but  not  decided  would  provide  a  place 
on  the  consultation  form  for  the  qualified  surface  owner  to 
register  not  only  his  preference  for  or  against  surface  raining 
of  his  land  but  also  whether  he  has  a  firm  intent  not  to  con- 
sent to  such  mining  during  the  life  of  the  land  use  plan  (a 
maximum  of  15  years  in  the  BLM's  proposed  planning  regula- 
tions) .   After  the  surface  owner  consultation  screen  has  been 
applied  and  the  local  land  manager  (1)  has  determined  each 
general  area  in  which  a  significant  number  of  qualified  sur- 
face owners  has  expressed  a  preference  against  leasing,  and 
(2)  has  made  a  determination  concerning  the  removal  of  those 
preference  areas  from  the  areas  which  the  land  use  plan  will 
identify  as  acceptable  for  further  consideration  for  leasing 
for  the  surface  mining  of  coal,  the  disclosures  of  firm  in- 
tent not  to  consent  would  be  considered.   Those  specific  lands 
covered  by  firm  intent  disclosures  would  be  removed  from  any 
further  consideration  for  leasing  for  the  surface  mining  of 
coal  in  the  land  use  plan. 


New  Issue  (Previously  considered  but  deferred) 

1.  Do  not  accept  firm  intents  not  to  consent 
during  consultation  with  surface  owner 

2.  Accept  firm  intents  not  to  consent 

(For  discussion  of  pros  and  cons  see  Issue 
Paper  2) 


Option  1      CDA 
Option  2 


*sfr  ■ 


As  a  consequence  of  these  procedures,  any  land  covered  by  a 
firm  intent  disclosure  on  the  consultation  form  would  not  be 
considered  for  leasing  again  if  the  coal  were  to  be  developed 
by  surface  mining  methods  for  the  life  of  the  land  use  plan 
even  if  a  preference  area  encompasses  it  and  the  BLM  decides 
to  lease  in  that  area  under  the  limited  exception  discussed 
above.  The  only  exception  would  be  when  the  ownership  of  the 
land  changes  and  the  new  owner  either  is  not  a  qualified 
surface  owner  or  is  willing  to  file  a  written  consent  to 
surface  mining,  and  the  land  management  agency  elects  to  amend 
the  land  use  plan. 

Should  the  surface  owner  not  be  willing  to  make  a  decision 
at  this  point",  he  would  still  be  able  to  exercise  his 
surface  owner  protection  rights  under  the  subsequent 
consent  acquisition  procedures  of  the  preferred  program. 


Program  Concurrence 

Except  where  otherwise  noted,  the  Department 
shall  be  guided  by  the  procedures  and  policies 
set  out  in  the  section  "Surface  Cwner 
Consultation" . 


Approve  

Disapprove  

Other  action 


Threshold  Development  Levels.  Although  many  land  use  decisions 
can  be  made  on  a  site  specific  basis (as  previously  suggested 
such  a  decision  might  be  that  a  particular  area  should  be 
developed  as  a  recreation  site  rather  than  leased  for  coal) , other 
decisions  may  be  oriented  more  toward  impacts  dependent  on 
levels  or  rates  of  development.  Although  any  one  of  several 
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given  potential  coal  development  sites  under  consideration 
might  have  an  acceptable  impact  by  itself,  the  total  impact  to 
the  area  of  developing  all  sites  could  be  intolerable.  As  an 
example,  the  crucial  habitat  area  for  a  particular  species 
might  have  been  removed  from  further  consideration  for  leasing. 
The  species  do,  however,  use  additional  areas  within  the  land 
use  planning  unit.  Coal  development  in  these  areas  might 
adversely  affect  the  species'  population.  During  the  land  use 
planning  process,  a  decision  might  be  made  that  a  10-percent 
decrease  in  the  population  would  be  an  acceptable  trade-off. 
Given  the  protection  of  the  crucial  habitat  area,  it  might  not 
make  a  difference  what  other  areas  would  be  temporarily  lost 
to  coal  development  as  long  as  the  total  would  not  exceed  a 
certain  acreage  or  decrease  the  population  more  than  the 
agreed  upon  amount.  In  this  situation,  no  additional  land 
would  be  removed  from  further  consideration  for  coal  leasing. 
Instead,  a  threshold  constraint  would  be  established  in  the 
land  use  plan  to  specify  the  total  level  of  habitat  reduction 
within  the  acceptable  areas  identified  in  the  plan. 


This  threshold  concept  is  particularly  appropriate  when 
considering  socio-economic  impacts.  The  social  and  economic 
infrastructure  which  coal  development  in  the  land  use  planning 
area  would  affect  might,  over  a  certain  time  period,  only  be 
able  to  support  a  particular  developmental  level.  Also,  the 
rate  of  development  might  be  critical.  If  this  information  is 
available,  a  recommended  threshold  leasing  or  development 
level  and  rate  could  be  specified  in  the  plan. 

It  is  not  necessary  to  establish  thresholds  in  the  land  use 
plan.  The  later  steps  in  the  activity  planning  process  supply 
opportunity  for  the  Department,  other  Federal  agencies.  State 
and  local  governments,  and  others  to  discuss  and  agree  upon 
regional  and  subregional  thresholds.  If,  however,  the  land 
use  planning  process  reveals  the  need  for  a  particular 
threshold  on  the  scale  of  a  planning  unit,  then  the  decision 
could  and  should  be  made  at  that  point. 

In  a  March  8,  1979,  memorandum  to  the  Director  of  the  Bureau 
of  Land  Management,  the  Assistant  Secretary,  Land  and  Water 
Resources,  requested  that  the  Bureau  undertake  as  a  high 
priority  task  the  further  intensive  development  of  the 
threshold  concept.  The  study  was  to  be  conducted  in  the 


Note: 

The  threshold  study  has  been  completed  and  the 
threshold  concept  is  incorporated  in  the  draft 
final  BLM  planning  regulations. 
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context  of  the  Bureau's  land  use  planning  system,  and  was  to 
consider  use  of  the  threshold  concept  not  just  for  the  coal 
resource  but  also  for  the  other  resources  addressed  in  the 
planning  process.  The  Bureau  was  further  requested  to  incor- 
porate the  threshold  concept  into  its  final  planning  regulations. 


Preferred  Coal  Leasing  Areas.  Within  the  areas  identified  as 
acceptable  for  further  consideration  for  coal  leasing,  the 
land  use  plan  could  delimit  preferred  coal  leasing  areas. 
This  would  be  done  only  when  available  coal  demand  data  suggest 
that  the  areas  acceptable  for  further  consideration  for  coal 
leasing  clearly  could  yield  more  coal  than  would  be  needed 
for  leasing  before  the  land  use  plan  would  be  reviewed  (five 
years  in  the  BLM ' s  proposed  planning  regulations ) .  Preferred 
areas  would  be  identified  by  employing  available  socio-economic 
environmental,  and  economic  data.   These  preferred  area 
identifications  would  be  advisory  only  to  the  regional  coal 
teams  and  not  a  plan  commitment. 


Program  Concurrence 

Except  where  otherwise  noted,  the  Department 
shall  be  guided  by  the  procedures  and  policies 
set  out  in  the  section  "Threshold  Development 
Levels" . 


Program  Concurrence 

Except  where  otherwise  noted,  the  Department 
shall  be  guided  by  the  procedures  and  policies 
set  out  in  the  section  "Preferred  Coal  Leasing 
Areas" . 


Approve     CDA 
Approve  with 
Modification 
Disapprove  _ 
Other  Action 


Approve    CDA 
Approve  with 
Modification 

Disapprove 
Other  Action 


Note:  Other  Alternatives 

All  of  the  land  use  planning  steps  in  the  pre- 
ferred program  could  be  made  a  part  of  any  of 
the  alternatives  since  land  use  planning  must 
be  done  even  if  the  Department  decides  not  to     • 
adopt  a  coal  management  program.  This  com- 
ponent is  least  compatible  with  the  lease  to 
meet  industry  needs  alternative  particularly 
as  it  requires  the  land  use  planners  to  set 
threshold  development  levels. 

Under  the  lease  to  meet  industry  needs  alternative, 
the  Department  would  rely  on  the  market  place  to 
set  the  various  threshold  levels.  Application  of  the 
unsuitability  criteria  would  be  postponed  until  the 
mine  plan  stage.  Planning  would  focus  only  on  those 
areas  for  which  there  had  been  nominations. 
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II.   ACTIVITY  PLANNING. 

Two  consecutive  processes  would  be  undertaken  in  activity- 
planning  in  the  preferred  program:  tract  delineation  and 
tract  ranking,  selection,  and  scheduling.  The  first  process 
would  take  place  in  each  land  use  plan  area;  the  second 
would  be  conducted  over  the  entire  coal  region  encompassing 
many  land  use  plan  areas. 

Tract  Delineation  and  Industry  Expressions  of  Interest. 
As  previously  noted,  the  land  use  plans  would  disclose  areas 
which  are  acceptable  for  further  consideration  for  coal 
leasing.  These  areas  would  not  be  lease  tracts  and  would  be 
much  larger  than  any  acreage  which  might  be  needed  for  leasing 
over  the  next  10  years  (the  lengthiest  period  which  would  be 
used  for  setting  regional  leasing  targets).  The  purpose  of 
activity  planning  is  to  delineate  and  select  a  sufficient 
number  of  tracts  for  sale  from  the  areas  designated  in  the 
land  use  plans  as  acceptable  for  further  consideration  for 
leasing  to  meet  the  regional  leasing  target.  The  first  step 
after  publication  of  the  land  use  plan  is  to  preliminarily 
delineate  potential  lease  tracts.  In  delineating  the 
the  preliminary  tracts,  the  following  factors  would  be 
considered: 

o  Expressions  of  interest  and  existing 
or  planned  operations  on  adjoining 
lands. 

o  Technical  coal  data,  including  reserve  tonnage, 
rank,  sulfur  content,  seam  thickness,  and  ratio 
of  recoverable  coal  to  reserves. 

o  Conservation  considerations,  including  calculation 
of  preliminary  maximum  economic  recovery,  land 
ownership  patterns  not  including  access,  and 
the  formation  of  logical  mining  units. 

o  Surface  ownership,  including  the  results  of 
surface  owner  consultation,  and  the  existence 
of  surface  owner  consents  and  their  terms. 

o  Prior  regional  leasing  targets  and  guidance 
from  the  regional  coal  teams. 


Previous  Issue 

Should  assured  access  to  Federal  lease  tracts  be 

obtained  prior  to  sale? 

1.  Lease  only  those  tracts  with  known  assured 
access. 

(+)  Avoids  manpower  and  dollar  costs  of  new 

access  program. 

(+)  Fosters  competition. 

(+)  Confines  access  to  existing  corridors  or 

corridors  government  has  strong  control  over. 

(-)  May  be  seen  as  unfair  to  companies 

interested  in  areas  that  would  not  qualify  and 

consenting  surface  owners. 

2.  Adopt  full-scale  access  acquisition 
program. 

(+)  Likely  to  increase  the  number  of  bidders 

and  level  of  bids  on  certain  tracts. 

(+)  Would  allow  better  job  of  planning  for 

environmental  impact  of  access. 

(-)  Would  involve  new  program  and  new  costs. 

(-)  Benefits  of  guaranteed  access  are  not  clear 

yet. 

(-)  Could  add  time  to  leasing  schedule  and 

lower  number  of  available  tracts. 

3.  Status  quo  (access  responsibility  of 
winning  bidder) . 

(+)  No  additional  manpower  or  costs. 

(+)  No  risks  of  untried  new  program. 

(-)  May  lower  competition  on  certain  tracts. 

(-)  May  risk  post-sale  failure  to  mine  where 

access  is  blocked. 

4.  Offer  assured  access  on  an  experimental 
basis. 

(+)  Department  could  ascertain  benefits  of 
program  without  committing  manpower  and  costs. 
(-)  adds  to  complexity  of  program  management. 


Option  1 
Option  2  ~~ 

Option  3  c 

Option  4 
Option  5 
Other  Action" 
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5.  Attempt  to  "acquire"  access  together  with 
surface  owner  consent,  otherwise  proceed  as 
for  Option  1. 

(  +  )  Gives  lesses  assurance  of  access. 

(+)  Would  integrate  with  split-estate  program, 

taking  advantage  of  conceptual  similarities. 

(-)  BLM  may  not  be  party  selected  to  directly 

acquire  surface  owner  consents . 

(-)  Adds  complexity  to  sensitive  split-estate 

program. 

tissue  Paper.      "Intraregional  Matters  Affecting 
Design  of  a   Coal   Leasing  Process,"   July   18,    1978.) 


6/2/79 


Although  preliminary  tract  delineation  would  be  done  by 
the  Department,  the  first  step  in  the  delineation 
process  would  be  to  request  submissions  by  industry  of 
expressions  of  interest  for  leasing.  As  previously 
discussed,  a  call  for  expression  of  interest  would  be  made 
only  after  areas  acceptable  for  further  consideration  for 
coal  leasing  have  been  identified  in  the  Bureau  of  Land 
Management  or  Ftorest  Service  land  use  plans.  In  areas  where 
State  or  other  agency  plans  have  been  adopted,  unsuitability 
criteria  would  be  applied  before  a  call  would  be  made.  The 
call  would  be  made  before  any  tract  boundaries  would  be 
delineated  and  the  expressions  of  leasing  interest  would  be 
the  most  significant  information  employed  in  delineating  the 
tracts.  It  is  expected  that  any  tract  proposed  in  expressions 
of  leasing  interest  would  be  preliminarily  delineated  as 
proposed,  unless  it  was  necessary  to  not  delineate  it, 
delineate  it  differently,  or  delineate  other  tracts  to  ensure 
competitive  interest  in  the  eventual  lease  sale,  conserve 
Federal  coal,  or  meet  other  largely  economic  objectives 
in  the  coal  management  program. 

In  addition  to  industry,  any  individual.  State,  or  public 
body  would  be  able  to  respond  when  the  Secretary  issues  a 
call  for  expressions  of  leasing  interest.  All  calls  would 
provide  a  description  of  the  kind  of  information  required, 
technical  coal  data,  commitments  with  private  surface  owners 
and  adjacent  landowners  or  lessees,  and  basic  development 
proposals.  Expressions  of  interest  against  leasing  which 
were  possible  under  the  1975  proposed  program  (EMARS  II) 
would  not  be  accepted;  however,  a  similar  purpose  would  be 


Previous  Issue 

When  during  the  planning  process  should  the 
Department  solicit  information  from  the  coal 
industry  regarding  where  they  would  prefer 
leases  offered? 

1.  Before  multiple-use  tradeoff  and  unsuit- 
ability decisions  are  made. 

(+)  Incorporates  market  information  into  land 

use  planning. 

(-)  Eliminates  some  coal  resources  areas  which 

other  wise  would  pass  unsuitability  and  tradeoff 

screens  but  in  which  industry  is  not 

interested. 

(-)  Overbalances  tradeoff  decision  in  favor  of 

coal. 


2.  Do  not  solicit  any  information. 

(-)  Government  would  have  to  seek  out  resource 
and  market  information  industry  has  already. 
(-)  Mines  likely  to  be  located  at  sites  that 
are  not  efficient  for  the  industry. 
(-)  Could  bias  BLM  planning  toward  noncoal 
surface  resources. 


Option  1  

Option  2 

Option  3  

Other  Action 
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served  by  unsuitability  petitions  in  the  present  preferred 
program.  Public  inspection  and  copying  of  information 
submitted  with  the  expressions  of  leasing  interest  would  be 
permitted  in  accordance  with  Departmental  regulations. 


Notice  of  each  request  for  expressions  of  leasing  interest 
would  be  published  in  the  Federal  Register  and  the  general 
circulation  newspaper(s)  in  the  coal  region.  This  notice 
of  request  would  specify  the  area  or  areas  involved, 
information  required,  the  period  of  time  within  which 
expressions  may  be  submitted,  where  to  write  for  further 
information,  and  where  to  submit  the  expressions. 


3.*  Ro  nnt  n^P  industry  i  formation  until  greu^—acgep*- 
ahl.Q  £oa?  fuL-Lliex  cuiisiOeratioB-  for  looking— heve-4a«a« 
identified, — Lliun  use.  iuJuHli'y  iiilui'iiuiLlun  In  LldUL  TteJAn- 
nutinn,  ranVing,  iintl— snlagtion  pirooooo.   Industry  would  be 
able  to  participate  in  the  land  use  planning  and  regional 
production  target  setting  processes  through  all  the  same 
formal  and  informal  channels  available  to  the  general  public. 
During  land  use  planning,  industry  could  contribute  infor- 
mation on  existing  operations  and  on  the  location  of  resources. 

(+)  Industry  would  have  strong  voice  in  selection  of  tracts, 
but  only  in  areas  known  to  be  acceptable  for  further  consid- 
eration for  leasing. 

(+)  Incorporates  market  information  into  activity  planning. 

(-)  BLM  multiple-use  resource  decision  for  coal  could  better 
be  made  with  coal  "demand"  estimate. 

(Issue  Paper:  "Option  Paper  for  the  Secretary:  Departmental 
Approach  for  the  Long-term  Coal  Leasing  Program",  Septem- 
ber 26,  1977) 


Industry  expressions  of  interest  will 
not  be  accepted  until  after  land  use 
planning. 


6/2/79 


The  fact  that  a  specific  request  for  expressions  of 
interest  would  be  part  of  the  activity  planning 
process  would  not  preclude  industry,  the  States,  or 
other  parties  from  participating  in  the  earlier  land 
use  planning  efforts.  General  comments  and  interests 
could  be  submitted  during  the  planning  process  or 
whenever  any  party  might  with  to  indicate  an  interest 
in  Federal  coal  in  a  particular  area.  Such  general 
comments  and  interests  could  be  in  the  form  of  a 
letter  or  public  testimony.  The  Department  would  use 
this  information  for  planning  purposes  or  to  aid  in 
setting  the  regional  production  goals  and  leasing 
targets. 
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Tracts  would  not  be  identified  as  special  opportunity 
lease  sales  for  public  bodies  or  small  businesses 
during  tract  delineation.  However,  if  special 
opportunity  sales  are  contempleted  in  the  region,  an 
effort  to  identify  tracts  of  an  appropriate  size  and 
location  would  be  made  at  this  stage  of  the  process. 
In  order  to  initate  Departmental  action  to  identify 
potential  public  body  lease  sale  tracts,  interested 
public  bodies  would  have  to  submit  formal  expressions 
of  leasing  interest  in  response  to  the  notice  calling 
for  expressions  of  leasing  interest.  Although 
potential  small  business  candidates  would  be 
encouraged  to  submit  formal  expressions  of  leasing 
interest,  they  would  not  have  to  initiate  tract  identi- 
fications for  small  business  special  leasing  opportun- 
ities. Rather,  in  consultation  with  the  Small  Business 
Administration,  the  Department  would  delineate  tracts 
to  go  into  the  ranking  process  which  could  meet  the 
needs  of  small  businesses. 

In  the  months  before  the  schedule  is  established,  all 
available  preliminary  tracts  would  be  reviewed  for  the 
adequacy  of  the  tract  information  profile.  Data 
insufficiencies  would  be  noted  and,  where  time  permitted, 
remedied  so  that  each  tract  would  have  as  complete  a  coal 
resource,  socioeconomic,  and  environmental  profile  as 
possible.  Also,  a  second  screening  would  be  conducted 
at  this  stage  for  lands  that  were  found  to  be  acceptable 
pending  further  study  at  the  land  use  planning  stage. 
Any  resulting  decisions  from  this  unsuitability  screening 
will  be  made  public.  In  addition,  tract  specific 
stipulations  would  be  written  at  this  time. 


Issue  Identification 


6/2/79 
Secretarial  Action  and  Comments 


Previous  Issue 

What  should  be  the  role  and  scope  of  the  site 
specific  analysis  and  the  resulting  stip- 
ulations. 

1.  Analysis  and  stipulations  based  on  planning 
planning  data  should  be  included  at  the  time  of 
lease  sale.  Rely  on  mining  plan  to  develop 
specific  site  stipulations. 

(+)  Applicant  bears  data  cost. 

(+)  May  shorten  time  to  go  from  land  use  plan 

to  sale. 

(-)  Increase  risk  to  bidder  of  non-operable  or 

expensive  lease. 

(-)  Could  result  in  EIS  being  needed  for  mining 

plan. 


Option  1  

Option  2 C 

Option  3  

Other  Action 
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2 .  Develop  sufficient  information  prior  to  leasing 
to  answer  basic  environmental  and  economic 
questions  (i.e.  reasonable  certainty  that  will 
meet  SMCRA  standards)  but  may  proceed  with 

less  information  than  needed  for  mining  plan. 
Stipulations  are  to  be  detailed,  must  require 
compliance  with  SMCRA,  and  be  subject  to  change 
in  response  to  new  information  from  mining 
plan. 

(+)  Reduces  risk  of  offering  for  sale  deficient 

tracts. 

(+)  Clarifies  pre-lease  and  mining  plan 

analysis  objectives. 

(-)  Imposes  additional  cost  and  time  on  system. 

(-)  May  inhibit  mining  plan  manager- from  adding 

needed  additional  stipulations. 

3.  All  lease  stipulations  should  be  formulated 
at  the  time  of  lease  sale  and  detailed  data 
must  be  available  then. 
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(+)  Gives  industry  greatest  assurance  that 

mining  will  be  permitted  under  lease  without 

new  costs  to  meet  later  stipulations. 

(-)  Very  high  data  costs  before  a  tract  can 

be  sold. 

(-)  Lengthens  time  for  tract  selection 

significantly, 

(Issue  Paper:   "Setting  Environmental 

Conditions  for  Lease  Terms",  June  23,  1978.) 

Program  Concurrence 

Except  where  otherwise  noted,  the  Department 
shall  be  guided  by  the  procedures  and  policies 
set  out  in  the  section  "Tract  Delineation  and 
Industry  Expressions  Of  Interest", 


Regional  Tract  Ranking,  Selection,  and  Scheduling. 
If  a  regional  leasing  target  established  for  any  given 
region  suggests  the  need  for  Federal  coal  leasing  over 
the  up-coming  two  or  four  years,  a  proposed  lease  sale 
schedule  would  be  prepared.  Every  two  or  four  years,  the 
Director  of  the  BLM  would  formally  begin  the  regional 


Note: 

Refer  to  Executive  Summary  for  regional  ranking 

task  force,  issue  paper  4. 
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Secretarial  Action  and  Comments 


tract  ranking  and  selection  process.  Ranking  would  be 
on  a  coal  region-wide  basis  as  opposed  to  ranking 
separately  within  each  land  use  planning  area.  In  the 
ranking  process,  factors  relating  to  coal  economics, 
ease  of  reclamation,  proximity  to  existing  trans- 
portation facilities,  class  of  surface  ownership 
(Federal  or  non-Federal),  and  socioeconomic  and  other 
environmental  concerns  would  be  employed.   Ranking 
would  be  for  general  levels  of  acceptability  only. 
The  regional  coal  team  would  be  expected  to  emphasize 
those  factors  of  importance  to  the  region.  The  ranked 
tracts  would  be  compared  with  the  regional  leasing 
target  and  a  set  of  tracts  would  be  selected  for  a 
proposed  lease  sale  schedule.  Since  the  potential 
environmental  and  social  impacts  resulting  from 
development  of  any  tracts  in  the  same  area  would  be 
cumulative,  the  selection  of  the  first  tract  might 
preclude  selection,  or  lower  the  priority  of,  other 
highly  ranked  tracts.  Accordingly,  as  selections  are 
made  of  individual  tracts,  the  original  rankings  of 
the  remaining  tracts  might  be  altered  and  the  final, 
selected  tracts  would  not  necessarily  directly 
correspond  to  the  relative  order  in  which  the 
individual  tracts  were  originally  ranked.   The 
Department  would  not  set  a  policy  for  desirable 
patterns  of  leasing  in  advance  of  selection,  the 
number  of  tracts  proposed  would  be  dependent  on  the 
type  of  bidding  system  used  (intertract  or  single 
tract  bidding)  and  the  tonnage  targeted  for  lease 
The  selected  tracts  would  be  placed  in  a  proposed 
regional  lease  sale  schedule. 

The  tract  ranking  and  selection  process  would  be 
conducted  in  close  coordination  with  the  Governors  of 
the  States  comprising  the  region  and  in  consultation 
with  all  affected  Federal  land  management  agencies 
and  other  Federal  and  State  agencies  with  expertise 
of  relevance  ^   the  process.  Tto  facilitate  this 
coordination  and  consultation,  a  Department/State 
regional  coal  team  would  be  established  for  each  of 
major  multi-State  coal  regions.  The  team  would 


Previous  Issue 

Should  regional  comparisons  be  based  on  areas  or 

specific  lease  tracts? 

1.  Rank  by  areas. 

(+)  Ranking  process  is  more  meaningful  with 

large  geographic  area. 

(+)  Less  open  to  changes  of  favoritism  to  any  one 

company . 

(-)  More  diverse  information  to  assess. 

(-)  Requires  all  plans  on  same  schedule. 

(-)  Allows  use  of  industry  information. 

2.  Rank  by  tracts. 

(+)  Ranking  should  cost  less. 

(-)  Requires  all  plans  on  same  schedule. 

(-)  Closer  identification  with  coal  companies. 

3.*  Rank  by  both  areas  and  tracts  "Ranking 
factors  will  include  many  values,  including 
environmental" . 

(+)  Does  not  require  all  planning  to  be  on  same 

schedule. 

(-)  More  flexibility  to  field  managers. 

(-)  Some  loss  in  consistency  of  ranking. 

(Issue  Paper:   "Intraregional  Matters  Affecting 

Design  of  a  Coal  Leasing  Process,"  July  28,  1978) 

Previous  Issue 

Should  the  Department  establish  Federal/State 
teams  to  reveiw  all  tract  delineation  and  site 
specific  analysis  work  and  be  responsible  for  the 
tract  ranking,  selection,  and  scheduling  pro- 
cesses and  to  serve  as  the  forum  for  federal  - 
State  discussions? 

(  +  )  Enhances  major  program  goal  of  federal-State 
coordination. 

(+)  Allows  state  governors  less  formal  input  to 
program  than  the  required  consultation  process. 
(+)  Would  provide  citizens  of  state  with 
authoritative  forum  for  airing  interests. 
(-)  Possibly  confuses  where  decision  authority 
resides  in  Department. 


Option  1  

Option  2  _ 

Option  3  

Other  Action 


Concur CDA 

Do  not  concur 

Concur,  but  with  changes 
Defer 
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consist  of  a  BLM  field  representative  and  a  State 
government  representative  from  each  State  within  the 
region.  An  additional  member  appointed  by,  and 
directly  responsible  to,  the  Director  of  the  BUI  would 
be  assigned  to  each  team  and  serve  as  its  chairman. 
In  addition,  procedures  would  be  established  to  ensure 
that  the  Federal  land  management  agencies  and  the 
other  Federal  and  State  agencies  with  expertise  would 
participate  during  the  ranking  process. 

Each  regional  coal  team  would  consider  and  suggest 
policy  for  regional  production  goal  and  leasing  target 
setting,  tract  delineation,  and  site  specific  analysis 
in  the  coal  region.  It  would  guide  and  review  tract 
ranking,  and  conduct  the  tract  selection  and  sale 
scheduling  procedures  that  develop  the  alternatives 
which  are  analyzed  in  the  regional  lease  sale  environ- 
mental impact  statement  and  are  recommended  to  the 
Secretary.  If  any  State  representative  should  dis- 
agree with  the  Federal  team  members'  ranking  decisions 
or  selection  and  scheduling  recommendations  and  a  com- 
promise could  not  be  reached,  his  opinions  would  be 
documented  and  his  alternative  recommendation  would  be 
treated  equally  in  the  regional  lease  sale  environ- 
mental inpact  statement  sent  through  the  Director,  BLM, 
to  the  Secretary  for  his  decision.  Ihe  ultimate 
decision-making  authority  for  the  selection  and 
scheduling  of  tracts  for  lease  sale  would  reside  in 
the  Secretary. 

A  notice  of  intent  to  rank  and  select  tracts  to  be 
included  in  a  proposed  regional  lease  sale  schedule 
would  be  published  in  the  Federal  Register  and 
selected  general  distribution  newspapers  within  the 
coal  region  not  less  than  30  days  before  the  ranking 
process  begins.  Ihe  notice  would  contain  a  descrip- 
tion of  the  tracts  to  be  ranked  and  procedures  under 
which  any  interested  parties  are  to  be  Involved  in  the 


6/2/79 
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Previous  Issue 

Should  the  Department  adopt  a  policy  of  pre- 
ferring either  clustered  or  dispersed  leasing 
patterns  within  a  region? 

1.  Adopt  policy  preference  prior  to  leasing  for 
either  (a)  clustered  lease  pattern  or  (b) 
dispersed  lease  pattern. 

(+)  Ensures  Secretary  that  possibility  for 

strategic  arrangements  of  tracts  will  be 

studied. 

(+)  Ensures  Secretary  that  regional  and  local 

"carrying  capacity"  will  be  studied. 

(-)  Does  not  allow  for  dynamic  approach  and 

reduces  State  and  local  input. 

(-)  Concerns  mentioned  in  the  two  "pros"  above 

and,  therefore,  flexibility  is  surrendered 

without  gain. 

2.*  Leave  decision  to  local  land  managers, 
requiring  only  that  social  impacts  to  be  one 
of  the  factors  considered  in  ranking  tracts 
and  that  local  land  managers  consider  inter- 
dependence of  tracts  on  ranking. 

(+)  Maximum  flexibility  for  local  land  managers. 
(+)  Maintains  integrity  of  ranking  system  design 
and  of  leasing  process. 

(-)  Moves  this  decision  from  programmatic  EIS  to 
regional  EIS,  lowering  visibility. 

(Issue  Paper:  "intraregional  Matters  Affecting 
Design  of  a  Coal  Leasing  Process",  July  18,  1978) 
(Refer  to  Section  5.4.4  of  EIS) 


Option  1  

Option  2         ~  " 
Other  Action 
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process.  Also  a  final  call  for  surface  owner 
consent  filings  would  be  made  for  the  tracts 
to  be  ranked . 


Detailed  profile  information  on  each  of  the  tracts 
ranked  would  be  available  for  inspection  in  the  Bureau 
of  Land  Management  offices  in  the  coal  region.  Those 
parties  interested  in  commenting  on  the  results  of  the 
tract  ranking  and  selection  process  would  have  the 
opportunity  to  do  so  in  the  regional  lease  sale 
environmental  impact  statement  process  before  any 
final  decision  would  be  made  by  the  Secretary  to 
accept  the  proposed  lease  sale  schedule  or  hold  a  lease 
sale  encompassing  any  of  the  selected  tracts.  It  is  the 
intent  of  the  Department  that  the  development  of  the 
regional  sale  schedule  and  the  environmental  impact 
statement  for  the  regional  sale  be  closely  integrated. 
This  would  be  done  by  integrating  the  decision  and 
analyses  documents  used  for  sale  schedule  development 
with  the  statement.  Some  special  efforts  will  be 
needed  for  the  statement  alone  after  preliminary 
identification  of  a  sale  schedule,  but  this  work  would 
be  limited.  This  procedure  would  be  in  accord  with 
the  new  Council  on  Environmental  Quality  regulations 
for  preparation  of  environmental  impact  statements. 


Note: 

Department  Policy  Statement. 


The  tract  ranking  and  selection  decisions  would 
normally  be  reconsidered  every  two  years  in  accordance 
with  the  updating  of  the  national  and  regional  pro- 
duction goals  and  leasing  targets.  The  Secretary  might, 
in  consultation  with  the  governors  of  the  affected 
States,  initiate  or  postpone  the  tract  ranking  and 
selection  process  to  respond  to  considerations  such  as 
major  planning  updates,  new  preliminary  tract 
delineations,  and  increases  or  decreases  in  the  level 
of  leasing. 
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To  establish  planning  and  inventory-related  priorities, 
the  Secretary  might  include  in  the  ranking  process 
areas  recently  identified  in  new  land  use  plans  or 
plan  updates,  or  recently  designated,  as  areas 
acceptable  for  further  consideration  for  coal 
leasing  which  have  not  yet  been  delineated  as 
preliminary  lease  tracts.  All  tracts  subsequently 
identified  for  lease  consideration  would  be 
formally  entered  into  the  ranking  and  lease  sale 
proposal. 


III.   SETTING  REGIONAL  PRODUCTION  GOALS  AND  LEASING 

TARGETS. 
Over  the  past  several  years  the  question  of  the  need 
for  leasing  has  been  a  focal  point  of  much  of  the 
controversy  surrounding  the  Department's  efforts 
to  manage  the  Federal  coal  resource.  Considering 
the  several  years'  lead  time  needed  for  developing 
mines  to  the  point  of  production  and  the  similar 
time  frames  for  planning  and  constructing  coal- 
consuming  power  plants,  precise  determinations 
now  of  the  tonnage  of  Federal  coal  which  should 
be  leased  to  meet  the  Nation's  future  energy 
requirements  are  not  feasible,  although  estimates 
can  be  made  on  the  basis  of  available  information 
and  projections.  The  need  for  leasing  involves 
both  meeting  national  energy  objectives  and  im- 
proving coal  development  patterns  for  a  given 
amount  of  coal  production.  No  matter  how  good 
the  analysis  of  need  for  leasing,  circumstances 
seldom  remain  sufficiently  constant,  and  forecasts 
are  not  often  precise  enough,  to  permit  the 
competitive  leasing  component  of  a  coal  management 
program  to  function  continuously  on  the  basis 
of  a  single  assessment  of  leasing  needs. 


Note:  Other  Alternatives 

Activity  planning  would  not  occur  under  the  no  new 
leasing  alternative  and  would  have  relatively  little 
importance  under  the  preference  right  lease  applica- 
tion and  the  emergency  lease  only  alternatives. 
Under  the  lease  to  meet  industry  indications  of 
need  alternative,  activity  planning  would  take  place 
only  in  response  to  industry  nominations,  and 
regional  tract  ranking  and  selection  would  not  occur. 
The  process  described  here  would  be  consistent  with 
the  lease  to  meet  DOE  production  goals  alternative. 
Under  the  state  determination  of  leasing  levels  alter- 
native, the  control  over  activity  planning  would  be 
transferred  from  the  Bureau  of  Land  Management  to  the 
states . 

Program  Concurrence 

Except  where  otherwise  noted,  the  Department  shall  be 

guided  by  the  procedures  and  policies  set  out  in  the 

section  "Regional  Tract  Ranking,  Selection,  and 

Scheduling." 


New  Issue 

The  Department  should  begin  a  DOI/DOE  formal  working 
group  for  coordinating  goal  and  target  setting 
processes.   (For  discussion  of  this  proposal,  see 
Issue  Paper  5. ) 


Approve  _ 
Approve  with 
Modification 
Disapprove 
Other  Action 
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Approve  

Disapprove 
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Accordingly,  a  continual  reassessment  of 
leasing  needs  would  be  incorporated  as  an  integral 
and  very  public  part  of  the  preferred  program. 
The  reassessment  would  be  conducted  in  a  process 
which  merges  DOE  production  goals  with  advice 
from  State  and  local  governments,  the  coal  industry 
and  other  interest  groups  to  determine  leasing 
levels.  This  process  of  continual  reassessment 
of  future  regional  coal  needs  would  permit 
modification  of  leasing  activity  in  response  to 
changes  in  projected  demand  for  coal. 


Note: 

Statement  of  Department  Policy. 


The  major  coal  bearing  areas  of  the  continental 
United  States  have  been  divided  into  12  coal  regions. 
Eight  of  these  regions  contain  significant  re- 
serves of  Federal  coal.  Under  the  preferred  pro- 
gram, these  eight  coal  regions  would  serve  as  the 
basic  units  both  on  which  the  assessment  of  desired 
levels  of  leasing  would  be  centered  and  in  which 
tracts  would  be  ranked,  selected,  aid  scheduled 
for  sale.  The  Department  of  Energy  (DOE) , 
pursuant  to  the  responsibilities  assigned  to  it 
by  the  Department  of  Energy  Organization  Act, 
would  establish  and  biennially  update  five,  10,  and 
15-year  regional  coal  production  goals  which 
would  guide  the  Department  of  the  Interior  in 
its  decisions  on  the  number  and  timing  of  lease 
sales. 

The  Secretary  of  Energy  would  submit  proposed  DOE 
regional  production  goals  to  the  Secretary  of  the 
Interior.  The  supporting  material  for  these  pro- 
posed goals  might  include  an  indication  of 
probable  need  for  coal  by  major  type;  however, 
in  determining  regional  goals  for  specific  types 
of  coal,  the  Secretary  of  the  Interior  would  be 
guided  mainly  by  industry  indications  of  interest 
submitted  at  the  start  of  the  activity  planning 
process.  The  Secretary  of  the  Interior  would, 
within  60  days,  comment  to  the  Secretary  of  Energy 
on  any  potential  conflicts  or  problems  which  the 
Interior  Department  foresees  in  the  DOE  regional 
production  goals  as  proposed.  These  comments 
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and  conservation  of  natural  resources;  the 
capabilities  of  Federal  lands  and  Federal  coal 
resources  to  meet  those  goals;  and  the  national 
need  for  the  coal  balanced  against  the  environ- 
mental consequences  of  developing  it. 
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These  comments  would,  of  necessity  due  to  the  short 
comment  period,  focus  on  immediately  perceivable 
problems  and  conflicts  and  would  not  include 
in-depth  analyses  of  issues  which  can  only  be 
undertaken  after  consultation  with  field 
personnel,  the  States,  industry,  and  the  public. 
It  is  expected  that,  during  the  preparation  of 
the  regional  production  goals,  the  Department  of 
Energy  would  focus  mostly  on  macroeconomic  issues 
concerning  the  energy  needs  of  a  healthy  national 
economy  and  would  consider  comments  from  diverse 
sources  on  the  formulation  of  national  energy 
goals  and  the  role  of  coal  production  in  meeting 
those  goals.  Within  30  days  after  receiving  the 
Secretary  of  the  Interior's  comments,  the 
Secretary  of  Energy  would  transmit  to  him  final 
DOE  national  and  suggested  regional  production 
goals. 


Hie  Secretary  of  the  Interior  would  then  look  to 
the  expertise  and  viewpoints  of  the  regional  coal 
teams  as  the  major  source  of  information  and 
comment  on  the  final  DOE  regional  production  goals 
and  how  they  might  affect  leasing  strategies  and 
decisions.  The  Secretary  would  transmit  the 
relevant  DOE  goal  to  each  team.  The  team,  in  turn, 
would  analyze  the  goal  on  the  basis  of  its  tract 
ranking  and  selection  experience,  its  detailed 
knowledge  of  the  region,  and  public  comments  it 
receives  on  the  goal  from  publication  in  the 
Federal  Register  and  a  hearing  in  the  region. 
The  team  would  report  back  to  the  Secretary  any 
adjustments  it  feels  are  necessary  in  the 
relevant  DOE  regional  production  goal  and  the 
reasons  for  those  adjustments.  The  team  would 
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Issue  Identification 


Secretarial  Action  and  Comments 


also  provide  the  Secretary  with  its  suggestion  for 
a  regional  leasing  target  (on  a  reserve  tonnage 
basis)  for  the  next  four-year  period  . 


Based  on  the  recommendations  of  the  teams  and 
other  information  available  to  him,  the  Secretary 
of  the  Interior  would  adopt  the  final  DOE 
regional  production  goals  either  without  change 
or  after  making  adjustments  to  them.  He  would 
transmit  the  final  DOE  goals,  as  adopted  with 
or  without  adjustments,  to  the  Secretary  of 
Energy  and  publish  them  in  the  Federal  Register. 
The  goals  adopted  would  be  used  by  the 
Department  for  long  range  coal  management 
program  planning  and  would  be  made  available  to 
the  States,  local  governments,  and  other  entities 
for  their  use. 


The  Secretary  of  the  Interior  would  also  adopt 
preliminary  regional  leasing  targets  for  logical 
mining  units  which  would  be  composed  of  or 
include  Federal  leases,  again  after  considera- 
tion of  the  teams'  recommendations  and  other 
information  available  to  him. 

These  preliminary  regional  leasing  targets  would 
reflect  primarily  the  difference  between  desired 
levels  of  production  in  the  region  and  the 
estimated  production  without  new  Federal  leasing. 
They  would  include  the  Federal  and  non-Federal 
coal  that  enters  production  because  of  Federal 
leasing.  Among  other  factors  which  might  be 
affected  by  leasing  decisions  and  which  the 
Secretary  would  consider  in  establishing 
preliminary  regional  leasing  targets  would 
be  competition  within  the  industry  and 
environmental  problems  associated  with  the 
existing  pattern  of  leases  and  mines  in  the 
regions . 

The  Secretary  would  publish  the  preliminary  regional 
leasing  targets  in  the  Federal  Register  and 
transmit  them  to  the  regional  coal  teams. 


Previous  Issue 

How  will  regional  targets  be  used  in  the  management 

system? 

1 .  Targets  enter  planning  process  at  MFP  stage  and 
serve  as  contraint  for  resource  tradeoffs . 

(+)  Provides  explicit  guidance  for  tradeoff  planning 
decisions . 

(+)  Makes  coal  consistent  with  planning  for  other 
resources  being  managed. 

(-)  No  flexibility  for  regional  tradeoffs. 

(-)  Makes  least  use  of  industry  information. 

(-)  Might  require  more  frequent  cycling  of  land  use 
plans. 

(-)  Intertract  sales  would  not  be  possible. 

2.  Targets  used  at  point  of  regonal  tract  selection. 

(+)  Allows  maximum  flexibility  for  interregional  trade- 
off. 

(+)  Does  not  require  frequent  recycling  of  land  use 
plans. 

(+)  Allows  intertract  bidding. 

{-)  Places  heavy  emphasis  on  untried  unsuitability  con- 
cept. 
(-)  Changes  BLM  resource  decision  process. 

3.  Targets  with  safety  factor  multiplier  enter  at  land 
use  plan  level  and  goals  used  at  regional  level. 

(+)  Target  available  for  guiding  land  use  plan  deci- 
sion. 

(+)  Develops  a  pool  of  possible  tracts  for  possible 
use  in  intertract  sales. 

(-)  Disaggregation  of  targets  to  planning  unit  level 
difficult. 

(Issue  Paper:  "Interregional  Matters  Affecting 
Design  of  a  Coal  Leasing  Process,"  July  18,  1979). 

Note: 

See  Volume  II  for  first  decisions  on  need  for  leasing 

targets. 


6/2/79 


Option  1  

Option  2  

Option  3  

Other  Action 
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Issue  Identification 


Secretarial  Action  and  Comments 


Among  the  sources  of  information  which  the 
Secretary  would  consider  in  making  any  adjustments 
to  the  final  DOE  regional  production  goals  and  in 
establishing  the  preliminary  regional  leasing 
targets  would  be  statutory  requirements; 
Departmental  policies;  land  management 
requirements  in  land  use  and  activity  plans; 
the  analyses  in  this  programmatic  environmental 
impact  statements  of  the  delineation,  ranking, 
and  selection  of  tracts;  and  reports  and  studies 
by  governmental  agencies,  trade  associations 
and  companies,  universities,  and  other  institu- 
tions and  organizations,  the  Secretary  might 
also  call  a  national  conference  of  the  regional 
coal  teams  to  discuss  their  individual 
recommendations.  After  publishing  the  final 
DOE  regional  production  goals  and  the  preliminary 
regional  leasing  targets,  the  Secretary  would 
consult  directly  with  the  Governors  of  the 
affected  States  to  learn  their  views, 
particularly  with  respect  to  the  relationship 
between  the  preliminary  regional  leasing 
targets  and  potential  social  and  economic 
effects  on  the  States  and  regions.  Based  on 
the  information  he  receives  through  all  of  the 
above  procedures,  the  Secretary  would  publish 
in  the  Federal  Register  and  transmit  to  the 
regional  coal  teams,  final  regional  leasing 
targets. 


The  final  DOE  regional  production  goals,  as  adopted 
by  the  Secretary,  and  the  preliminary  and  final 
regional  leasing  targets  would  be  used  by  the 
Federal  and  State  governments  to  set  data  gathering 
and  planning  priorities  to  ensure  that  a  sufficient 
number  of  tracts  would  be  delineated  in  the  future 
and  that  adequate  site-specific  information  would 
be  available,  to  make  the  coal  management  process 
workable.  The  final  regional  leasing  targets 
would  specifically  guide  the  regional  coal  teams 
in. the  selection  and  scheduling  of  ranked  tracts 
for  the  four-year  proposed  lease  sales  in  their 
respective  regions. 
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Issue  Identification 


Secretarial  Action  and  Comments 


The  regional  tract  ranking  and  selection  process 
would  consistently  indicate  the  optimum  tracts 
for  the  desired  level  of  development  and  lead  to 
thorough  analyses  of  the  impacts  of  at  least  one 
but  usually  several  alternative  lease  sale 
schedules  at  the  target  level.  These  analyses 
could  include  an  alternative  or  alternatives  of 
choosing  a  combination  of  tracts  for  leasing 
which  would  result  in  a  leasing  level  above  or 
below  the  level  called  for  in  the  final  regional 
target  for  a  particular  region.  Among  the  reasons 
for  proposing  leasing  above  or  below  the  final 
target  during  the  scheduling  process  might  be 
the  results  of  the  analysis  contained  in  the 
regional  lease  sale  environmental  impact  state- 
ment; expressed  industry  interests  not  taken 
into  account  earlier;  the  interest  of  communities 
or  regions  in  promoting  or  avoiding  coal  develop- 
ment in  the  near  future;  interest  in  special 
opportunity  sales;  sales  experience  with  the 
onging  regional  lease  schedule;  or  an  expressed 
desire  on  the  part  of  a  State  to  shift  or 
disperse  coal  development  patterns.  Any 
proposed  divergence  above  or  below  the  final 
regional  leasing  target  would  be  discussed  and 
explained  in  detail  by  the  regional  coal  team 
in  the  draft  regional  lease  sale  environmental 
impact  statement,  and  public  comment  would  be 
specifically  requested  on  the  proposal  in  the 
public  participation  process  on  the  draft 
statement.  The  Secretary  would  specifically 
consider  the  analyses  and  comments  on  the 
proposed  divergence  from  the  leasing  target  at 
the  time  he  makes  his  decision  on  a  lease  schedule. 


In  the  regional  tract  ranking  and  selection  process, 
the  possibility  of  trade-offs  in  production  goals 
and  leasing  targets  between  regions  could  not  be 
adequately  analyzed.  This  would  have  to  be 
considered  during  the  next  biennial  process  in 
which  the  production  goals  and  leasing  targets 
are  set  or  revised.  The  first  time  the  process 
of  determining  regional  leasing  targets  would 
be  conducted,  the  interregional  analysis  included 
in  the  programmatic  environmental  impact  statement 
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would  be  used  as  a  basis  for  the  decisions  on 
the  targets  after  providing  for  State  consulta- 
tion and  public  corrment. 

In  the  subsequent  biennial  revisions  of  regional 
production  goals  and  leasing  targets,  the  infor- 
mation and  analyses  generated  in  the  preceding 
regional  tract  ranking  and  selection  process 
would  provide  useful  information  for  the  goal 
and  target  decisions.   In  the  previous  tract- 
ranking  and  selection  process,  alternative 
tracts  to  the  ones  finally  chosen  would  have  been 
analyzed.  Those  highly  rated  but  previously 
unselected  tracts  would  most  likely  serve  as  an 
important  pool  of  tracts  for  the  selection  of 
tracts  to  meet  the  new  regional  production  goals 
and  leasing  targets.  If  the  unchosen  tracts 
remaining  in  one  region  are  clearly  superior  to 
most  of  those  remaining  in  another,  considera- 
tion of  interregional  trade-offs  in  the  setting 
of  the  new  regional  production  goals  would  be 
appropriate.  This  overall  interregional 
analysis  of  the  tracts  makes  the  development 
or  update  of  the  regional  production  goals 
at  this  stage  quite  important.  The  biennial 
regional  leasing  targets  derived  from  the 
production  goals  would  be  used  for  either 
guiding  new  four-year  lease  sale  schedules  at 
the  end  of  the  existing  schedules  or  amending 
existing  lease  sale  schedules  after  the  first 
two  years  of  their  four-year  terms. 


IV.   PRE-SALE  AND  SALE  PROCEDURES . 
Prom  the  time  a  tract  is  selected  for  sale  at  the 
conclusion  of  the  activity  planning  stage  until  a 
lease  can  be  issued,  a  series  of  actions  would 
be  required  to  meet  various  statutory  and 
administrative  requirements. 


Issue  Identification 


Note:   Other  Alternatives 

These  procedures  for  setting  regional  production  goals 
and  leasing  targets  would  be  followed  only  under  the 
preference  right  leasing,  and  emergency  leasing  alter- 
natives, the  procedures  would  not  be  needed.  They  are 
incompatible  with  the  lease  to  meet  industry  indica- 
tions of  need  alternative  which  relies  on  industry 
nominations  to  resolve  the  question  of  leasing  levels. 
Similarly,  they  are  unneeded  with  the  lease  to  meet 
DOE  production  goals  and  the  State  determination  of 
leasing  levels  alternatives  which  rely  on  DOE  and  the 
states,  respectively,  to  set  the  levels  of  development 
for  Federal  coal. 

Program  Concurrence 

Except  where  otherwise  noted,  the  Department  shall  be 

guided  by  the  procedures  and  policies  set  out  in  the 

section  "Setting  Regional  Production  Goals  and  Leasinq 

Targets." 


Secretarial  Action  and  Comnents 

6/2/79 


Approve  

Approve  with 
Modification 
Disapprove  _ 
Other  Action 
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Issue  Identification 


Secretarial  Action  and  Comments 


Split  Estate  Leasing  and  Surface  Owner  Consent. 
Under  the  original  homestead  laws,  ranchers  and 
farmers  were  granted  both  the  surface  and  mineral 
rights  to  their  land,  but  later  homestead  laws 
provided  for  retention  of  the  mineral  estate  by 
the  Federal  government.  The  majority  of  split 
estates  involving  federally-owned  mineral  rights 
originated  out  of  entries  made  under  these  later 
homestead  laws.  The  retained  mineral  estate 
included  the  right  to  enter  and  mine  at  any  time 
in  the  future.  The  private  owner  of  the  surface 
estate  did  not  have  the  power  to  prevent  mining, 
though  he  or  she  was  guaranteed  some  degree  of 
indemnification  for  damage. 


Section  714  of  the  Surface  Mining  Control  and 
Reclamation  Act  of  1977  (SMCKA)  provides  that, 
in  cases  where  Federal  coal  is  overlain  by  private 
surface  owned  by  a  special  class  of  owners,  the 
Secretary  may  not  issue  a  coal  lease  for  surface 
mining  purposes  unless  the  surface  owner  has 
granted  in  writing,  valid  consent  to  conduct  such 
mining  operations.  Members  of  this  special 
class  of  surface  owners  are  defined  as  persons 
who: 

°  Hold  legal  or  equitable  title  to  the 
land  surface;  and 

°  Have  their  principal  place  of  residence 
on  the  land  or  personally  conduct 
farming  or  ranching  operations  on  the 
land  or  receive  a  significant  portion 
of  their  income  from  farming  or  ranching 
the  land;  and 

°  Have  met  these  two  conditions  for  at 
least  three  years  prior  to  granting 
their  consent. 


The  section  further  provides  that  valid  consents 
granted  prior  to  the  date  of  the  Act  (August  3, 
1977)  will  be  deemed  sufficient  for  complying 
with  the  section  regardless  of  the  consent  terms. 
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Several  issues  were  raised  in  considering  how 
section  714  might  affect  the  structure  and 
implementation  of  a  Federal  coal  management 
program.  The  questions  are  not  trivial;  of 
the  9.7  million  acres  of  Federal  lands 
classified  as  containing  technically 
recoverable  coal  in  the  six  principal  western 
coal  States,  6  million  acres  are  overlain  by 
private  surface.  Of  course,  the  amount  of 
private  surface  owned  by  surface  owners  as 
defined  by  section  714  will  be  much  less  than  the 
full  6  million  acres,  but  is  still  expected  to 
be  significant. 


Issue  Identification 


Secretarial  Action  and  Comments 


6/2/7  9 


SMCRA  does  stipulate  that  Federal  coal  underlying 
the  private  surface  is  to  be  leased  in  accordance 
with  the  Mineral  Leasing  Act  of  1920,  as  amended. 
This  law  prohibits  the  government  from  accepting 
any  bid  which  is  less  than  the  fair  market  value 
of  the  coal,  as  determined  by  the  Secretary,  and 
requires,  with  only  minor  exceptions,  that  all 
Federal  coal  be  sold  competitively.  According  to 
the  Department's  Office  of  the  Solicitor,  "... 
the  conflicts  between  surface  owner  consent  and 
the  Secretary's  obligations  under  the  Mineral 
Leasing  Act  are  .  .  .  subject  to  reasonable 
regulation  under  the  terms  of  Section  32  .  .  . ,  " 
30  U.S.C.  §  189,  which  provides,  "The  Secretary 
...  is  authorized  to  prescribe  necessary  and 
proper  rules  and  regulations  and  to  do  any  and 
all  things  necessary  to  carry  out  and  accomplish 
the  purposes  of  this  (Act)."  The  Act,  therefore, 
is  interpreted  as  giving  the  Secretary  the 
authority  to  regulate  the  leasing  process  to  meet 
the  two  purposes  of  ensuring  that  leases  are 
sold  on  a  competitive  basis  and  that  fair  market 
value  is  received  for  the  coal.  Specifically, 
the  Secretary  may  monitor  surface  owner  consents 
to  ensure  their  form  and  financial  terms  do  not 
substantially  affect  fair  market  value  or  the 
competitive  nature  of  the  lease  sale  and, 
should  these  terms  threaten  the  public  interest, 
decline  to  proceed  with  that  lease  sale  or  to 
execute  the  lease. 


Previous  Issue 

Should  the  Secretary  condition  his  decision  to  proceed 
with  leasing  based  on  existence  of  split-estate  sur- 
face/minerals under  different  ownership  in  the  lease 
area? 

1.  Do  not  lease  where  "surface  owner"  restrictions 
of  section  714  of  SMCRA  apply. 

(+)  Avoids  adverse  social  impact. 

(+)  Implementation  easy. 

(-)  Shifts  locations  of  environmental  damage  away  from 

Northern  Great  Plains. 

(-)By  restricting  supply  of  coal  may  raise  cost  to 

consumer . 

2.  Same  as  Option  1,  but  encourages  coal  companies 
to  purchase  split  estates. 

Same  as  Option  1,  moderated  somewhat. 

(-)  Outright  purchase  costs  may  raise  price  of  coal. 

(-)  Dislocates  surface  owner  permanently. 

3.  Attempts  to  lease  all  coal  regardless  of  ownership 
but  decline  to  lease  where  compensation  payments 
exceed  a  standard  amount. 

(+)  Minimizes  cost  to  consumer. 

(-)  Difficult  to  implement. 

(-)  Subject  to  legal  challenges. 


Option  1  

Option  2  

Option  3  

Option  4    I 
Option  5  — 
Other  Action 
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Issue  Identification 


Secretarial  Action  and  Comments 


Therefore,  the  guiding  principle  in  interpre- 
ting the  possible  consequences  of  section  714 
is  that,  even  if  consent  has  been  given,  the 
section  does  not  prohibit  the  Secretary  from 
exercising  his  discretion  not  to  lease. 


4.*Attempt  to  lease  all  coal  regardless  of  surface 
ownership  with  passive  condensation  safeguards 
through  fair  market  value  computation. 

(+)  Tends  to  minimize  cost  to  consumer. 

(+)  Implementation  straightforward. 

(+)  Should  not  inhibit  development  of  split  estate 

coal  significantly. 

(-)  Fair  market  value  not  easily  determined. 


6/2/7S 


5.  Lease  all  coal  regardless  of  surface  ownership  and 
compensation. 

(+)  Minimal  cost  for  implementation. 
(-)  Possibly  raises  cost  to  consumer. 
(-)  Loss  of  government  income. 

(Issue  Paper:  "Coal  Leasing  Surface  Owner  Consent," 
June  23,  1978.) 

Note: 

Solicitor  was  asked  to  study  Option  4  further  and 
has  since  indicated  he  foreseees  no  legal  impediments 
to  it. 


Previous  Issue 

Tracts  would  be  delineated  and  ranked  regardless  of 
the  ownership  of  the  surface.  In  the  selection  of 
tracts  for  sale,  a  preference  would  be  accorded 
tracts  where  the  surface  is  federally  owned  in  favor 
of  tracts  where  the  surface  is  in  private  ownership 
other  factors  begin  nearly  equal.  For  tracts  where 
surface  is  owned  by  qualified  surface  owners,  a  pre- 
ference would  be  given  to  those  tracts  where  BLM  has 
receiveu  eviaence  of  consent  Dy  the  time  of  ranking 
over  tracts  which  still  require  consent. 


Adopt: 
Defer: 
Reject :_ 
Modify: 
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Issue  Identification 


Secretarial  Action  and  Comments 


Industry  would  be  responsible  for  acquiring  surface 
owner  consent  for  the  surface  mining  of  tracts 
of  Federal  coal  whenever  such  consent  is  required 
by  section  714  of  the  SMCRA  before  a  lease  can  be 
executed.  Consents  would  be  required  to  be  filed 
with  the  BIM  prior  to  the  sale  announcement. 
Industry  (as  well  as  the  States  and  the  public) 
would  be  supplied  with  the  preliminary  tract 
ranking  to  give  potential  bidders  an  indication 
of  the  likelihood  certain  tracts  would  be  scheduled 
for  sale  in  the  coming  four  years.  Industry 
would  be  encouraged  to  advise  the  BIM  when  con- 
sent negotiations  fail  so  that  unnecessary  site- 
specific  analyses  would  not  be  undertaken.  If 
no  filing  of  consent  is  made  on  a  tract  before 
the  notice  of  sale,  the  tract  would  be  removed 
from  the  sale  schedule  (and,  if  necessary, 
another  tract  substituted  for  it) . 


Previous  Issue 

who  should  acquire  surface  owner  consents  ana  when? 

1.   Industry  woulu  acquire  consents  during  development 
ot  their  expressions.  Consents  would  be  trausterrable . 
Terms  ot  consents  would  have  to  re  presented  to  the 
Department  with  tne  expressions  of  interest  in  an  area. 

(+)  Direct  government  involvement  not  required. 
(+)  leasing  can  proceeea  witnout  risk  ot  surtace  owner 
consent  refusal. 

(-)  Surface  owner  faces  possible  long  period  or  uncer- 
tainity  regarding  use  ot  his  land. 

(-)  Surtace  owner  does  not  have  full  intormation  avail- 
able to  assist  him  in  making  decision. 

2*  Industry  waula  have  the  responsioiiity  in  the 
Federal  coal  management  program  of  acquiring  surtace 
owner  consent.  Consents  would  have  to  be  tiled  with 
the  Bll-i  prior  to  the  sale  announcement.  The  consents 
would  ce  requited  to  be  transferable .   It  no  tiling  ot 
consent  is  made  on  a  tract  prior  to  the  sale  announce- 
itent,  tne  tract  woulu  be  removed  trom  the  sale  schedule 
(anu,  it  necessary,  another  tract  substituted  for  it), 
unless— tpe_hi  ,h  natemiiiujc  that  the  tract— sfjsajn^u^iuo-- 
teclcon  re  ottered  for  J.oaoo  oale.  Should  such  a 
determination  De  made,  tne  successful  Didder  on  that 
tract  in  the  sale  wouild  be  given  a  period  of  time 
alter  the  sale  to  obtain  consent. 


6/2/79 


Option  2 

CDA 

Option  3 

Option  4 

Option  5 

Option  6 

Option  7 

Other  Action 

CDA 


(Note:   Under  Secretary  added  option  to  have  consent 
acquired  after  sale. ) 


(+)  Direct  government  involvement  not  required. 
(+)  Gives  industry  most  time  to  negotiate. 
(-)  Allows  industry  to  judge  better  degree  of  task 
involved  in  financing  consents  because  of  information 
developed  from  tract  analysis  is  available. 
(-)  Government  bears  risk  of  going  through  site-speci- 
fic analysis  without  surface  owner  consent. 
(-}  Puts  cost  burden  on  industry. 
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3.  Industry  would  acquire  consents  after  lease  sale 
announcement,  but  consents  must  be  filed  before  the 
actual  sale .   Consents  would  be  transferable  to  a 
third  party,  and  consent  payments  would  be  contingent 
on  successful  sale .   Date  of  actual  sale  may  be  held 
up  pending  receipt  of  indication  of  consent  on  tract 
to  be  offered. 

(+)  Direct  government  involvement  not  required . 

(+)  Industry  will  be  aware  of  terms  of  sale  before 

paying  for  consent. 

( -)  Short  time  allowed  for  negotiation . 

(-)  Continues  uncertainty  regarding  consent  for  tract 

to  last  moment,  putting  government  at  risk. 

{ -)  Puts  cost  burden  on  industry. 

4 .  Company  would  acquire  consent  after  it  is  success- 
ful in  lease  sale;  the  consent  would  have  to  be  filed 
before  lease  is  executed. 

(+)  Direct  government  involvement  not  required. 
(+}  Avoids  question  of  who  should  negotiate  - 
(+)  Avoids  unneeded  consents. 

(+)  Surface  owner  has  full  information . 
(+)  Minimizes  direct  administrative  expenses. 
(-)  Puts  previous  expenditures  of  time  and  funds  in 
preparing  tract  in  jeopardy. 

(-)  Surface  owner  in  very  strong  bargaining  position. 
( -)  Uncertainty  of  acquiring  consents  may  reduce  com- 
petitiveness of  sale. 
( -)  Puts  cost  burden  on  industry. 

(-)  Government  would  not  know  if  split-estate  tracts 
would  be  mined  until  after  costs  of  sale. 


5.   At  the  time  the  surface  owner  is  consulted  by  BLM 
in  the  planning  process,  he  or  she  would  be  offered 
the  opportunity  to  agree  to  a  written  consent  to 
surface  mining  or  to  agree  to  an  option  for  such 
consent.   The  Department  would  bind  the  eventual 
successful  bidder  to  the  terms  of  the  consent, 
including  all  payments  at  the  time  of  lease  execution. 
If  consent  were  not  forthcoming ,  the  area  would  be 
dropped  from  further  consideration  until  the  next 
round  of  planning  5  to  10  years  later .   Alternatively, 


so 
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Issue  Identification 


Secretarial  Action  and  Consents 


if  consent  were  not  forthcoming,  but  the  surface  owner 
indicated  a  preference  for  allowing  surface  mining , 
the  area  would  remain  in'  the  land  use  and  activity 
planning  processes  and  a  second  opportunity  would  be 
given  the  surface  owner  by  BLM  prior  to  offering  the 
tract  for  lease  sale . 

(+)  Possible  reduction  in  costs  of  program. 

(+)  Leasing  program  could  proceed  without  uncertainty 

caused  by  consent  power . 

(-)  May  be  seen  as  unfair  to  split  estate  owners. 

( - )  Makes  consultation  more  complex . 

(-)  Relatively  lower  chance  of  successfully  getting 

consent. 

(-)  Government  bears  cost  of  consent . 

6.  BLM   would  begin  to  directly  seek  surface  owner 
consents  at  the  time  of  tract  ranking  and  would  con- 
tinue to  acquire  consents  through  completion  of  site- 
specific  analyses.   Payment  would  be  the  successful 
bidder  at  time  of  lease  execution.   Third  party 
consents  would  be  negotiated . 

Same  as  Option  2  except  government  bears  cost  of 
consent  acquisition. 

(+)  Government  could  keep  program  more  in  phase  with 

tract  ranking  process. 

(-)  May  require  new  authority  to  pay  for  consent. 

7 .  BLM  would  negotiate  surface  owner  consents  follow- 
ing completion  of  site -specif ic  analyses  and  before 
tracts  are  offered  for  sale. 


Same  as  Option  3  except  government  bears  cost  of  con- 
sent acquisition. 

{+)  Surface  owner  gets  maximum  information. 
(-)  BLM  would  be  in  difficult  negotiating  position 
because  of  costs  sunk  in  tract  analysis  and  selection . 
(Issue  Paper:   "Split  Estate  Leasing  Implementation," 
August  31,  1978.)   (See  Section  5-4.9  of  EIS.) 
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If  a  qualified  surface  owner  who  firmly  intends 
not  to  provide  consent  to  surface  mine  his  land 
could  prevent  the  leasing  of  his  land  for 
surface  mining  only  by  withholding  his  consent, 
the  result  could  be  unnecessary  interference 
in  his  life  and  unnecessary  costs  for  the  Federal 
government.   If  the  surface  owner  simply  withholds 
his  consent,  no  lease  could  be  sold;  but  he 
might  have  to  watch  a  tract  containing  his  land 
go  entirely  through  tract  delineation,  ranking, 
and  selection  and  scheduling  for  sale.  This 
would  certainly  result  in  continued  presence 
on  his  land  of  Federal  and,  perhaps,  private 
company  employees  conducting  site-specific 
analyses  and  might  cause  him  to  continue  to 
receive  unwanted  overtures  from  potential  consent 
purchasers.  The  Federal  government  would  con- 
tinue to  expend  time  and  resources  in  fruit- 
lessly planning  that  surface  owner's  land  for 
leasing  for  coal  surface  mining. 


Issue  Identification 


Secretarial  Action  and  Comments 


Previous  Issue 

Should  the  Department  require  compen- 
sation be  paid  by  winning  lease  sale 
bidders  to  companies  for  the  consent 
they  acquire? 

1.*  A  surface  owner  consent  agreement  would  be  con- 
sidered transferable  only  if  it  provides  that:   (1) 
the  payment  for  the  consent  is  to  be  made  by  the 
successful  bidder  after  the  lease  sale  in  which  the 
lease  for  the  tract  to  which  the  consent  applies  is 
sold,  or  (2)  after  the  lease  sale,  the  successful 
bidder  is  permitted  to  reimburse  the  company  which 
first  obtained  the  consent  for  the  purchase  price  of 
the  consent. 

(+)  Low  administrative  costs. 

(+)  encourages  companies  to  acquire  consents  by  ensur- 
ing they  would  not  be  bound  to  pay  cost  of  consent  on 
the  tracts  they  do  not  obtain. 

(-)  Complicates  negotiations  between  coal  companies 
and  surface  owners. 

2.  Foster  the  sharing  of  risk  of  industrial  group  for 
the  purpose  of  acquiring  consent  options. 

(+)  Reasonably  low  administrative  costs. 

(-)  May  be  seen  as  anticompetitive  by  encouraging 

grouping  of  would-be  lesses  in  future  sales. 

3.  Take  the  position  that  loss  of  consent  costs  is  a 
normal  business  risk  in  which  the  government  should 
not  be  involved. 
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Option  1 i 

Option  2  _ 
Option  3  _ 
Other  Action 


(+)  No  administrative  costs. 

(-)  Would  discourage  industry  from  acquiring  consent 

unless  they  had  a  competitive  edge. 

(-)  One  company  might  end  up  paying  for  another's 

consent  acquisition. 

(Issue  Paper:  "Split  Estate  Leasing  Implementation," 

August  31,  1978.) 
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In  order  to  avoid  this  situation,  a  qualified 
surface  owner  who  owns  land  in  an  area 
identified  in  the  land  use  plan  as  an  area 
acceptable  for  further  consideration  for 
leasing  and,  if  leased,  would  be  surface 
mined,  could  submit  a  statement  to  the  local 
office  of  his  refusal  to  provide  consent. 
The  statement  would  have  to  be  in  writing 
and  confirm  that  the  surface  owner  has 
not  previously  given  consent  to  mine  and 
that  he  will  not  for  the  expected  future 
life  of  the  land  use  plan  (a  maximum  of 
15  years  under  the  BIM's  proposed  planning 
regulations) .  Upon  receipt  of  that  statement, 
the  BLM  would  remove  the  Federal  coal  under- 
lying the  surface  owner's  land  from  further 
consideration  in  the  ongoing  activity  planning 
process  until  the  land  use  plan  is  revised 
or  until  the  ownership  of  the  surface  estate 
changes.  Upon  revision  of  the  land  use 
plan,  the  surface  owner  would  be  notified 
that  his  prior  written  submission  has  expired 
and  he  would  be  given  the  opportunity  to  submit 
another  statement.  Also,  whenever  industry  or 
other  groups  notify  the  Blil  of  a  surface  owner 
who  has  refused  to  provide  his  consent  to  a 
potential  consent  purchaser,  that  owner  would 
be  given  an  opportunity  to  submit  a  statement 
of  refusal  to  consent. 


Previous  Issue 

Should  the  exception  allowing  continuation  of  tracts 
past  sale  notice  without  prior  evidence  or  written 
surface  owner  consent  be  deleted? 

(+)   Exception  is  valid  under  law. 

(4-)   Good  public  policy  from  effecient  land 
use  management  standpoint. 

(-)   Perceived  by  many  commenters  as  potentially 
placing  undue  pressure  on  surface  owners. 

(-)   May  have  appearance  of  putting  BLM  and  coal 
company  in  tandem  against  surface  owner. 

(-)   Arguably  violates  "spirit"  of  Section  7} 4. 


Previous  Issue 

Should  the  Department  adopt  the  following  policy?  If 
after  publication  of  a  land  use  plan,  a  qualified  sur- 
face owner  on  land  acceptable  for  further  consideration 
for  coal  leasing  submits  a  statement  that  he  has  not 
previously  given  consent,  the  Federal  coal  underlying 
that  surface  would  not  be  considered  further  in  the 
ongoing  activity  planning  process  or  any  such  processes 
conducted  in  the  future,  during  the  life  of  the 
land  use  plan,  or,  until  the  ownership  of  the  surface 
estate  changes. 

(+)  Allows  a  surface  owner  to  give  a  definite  no,  a 
feature  not  previously  in  the  process. 
(+)  Surface  owner  would  not  be  forced  to  continue 
to  submit  to  exploration  and  other  tract  preparation 
work  and  would  not  continue  to  receive  consent 
purchase  ovetures  even  if  he  firmly  does  not  consent. 

(+)  Advances  "spirit"  of  Section  714. 

(+)  Makes  the  activity  planning  process  more 

efficient. 

(-)  Coverts  consent  pressure  to  sale  pressure  for  the 

surface  owner. 

(Issue  Paper:  "Surface  Owner  Consent  Procedures," 

February  27,  1979.) 
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CDA 


Approve 
Approve  with 
Modification 
Disapprove  _ 
Other  Action 


Adopt*_ 
Defer 
Reject 
Modify 
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If  the  price  of  surface  owner  consent  remains 
unlimited  and  the  government  makes  no  effort 
to  receive  fair  payment  for  its  coal,  the  cost 
of  obtaining  consent  could  easily  reduce  the 
amount  which  a  lessee  is  able  and  willing 
-  to  pay  the  government  for  the  opportunity  to 
recover  coal.  If  the  cost  of  consent  is 
sufficiently  large,  bids  submitted  for 
Federal  coal  leases  arguably  would  not  pro- 
vide the  fair  return  which  the  Congress 
intended  to  flow  to  the  public  from  the 
development  of  the  coal.  To  ensure  receipt 
of  fair  market  value  for  Federal  coal,  the 
Department,  in  calculating  the  fair  market 
value  figure  above  which  bids  must  be  made  if 
the  lease  is  to  be  sold,  would  assume  a 
ceiling  cost  of  obtaining  surface  owner  consent 
based  on  losses  and  costs  to  the  surface  estate 
and  operation.  This  procedure  could  indirectly 
limit  the  amount  paid  to  a  surface  owner  for  . 
consent  to  mine  underlying  coal  unless  the 
company  can  find  other  ways  to  absorb  the 
cost  of  exceeding  the  ceiling. 

Requiring  industry  to  negotiate  consents  not 
only  transfers  the  negotiation  costs  to 
industry  from  the  government,  but  also 
imposes  on  one  company  (the  holder  of  the 
consent)  the  risk  of  bearing  the  surface 
owner  consent  costs  for  the  lease  of  another 
(the  successful  bidder) .  The  effect  of 
this  policy  would  be  to  discourage  coal 
companies  from  negotiating  consents 
except  in  cases  where  they  felt  they  might  have  a 
strong  competitive  edge.  This  problem  would 
be  resolved  by  requiring  that  any  tract  containing 
an  area  to  which  applies  a  surface  owner  consent 
negotiated  after  the  enactment  of  SMCRA  could  be 
placed  to  a  third  party.  A  surface  owner  consent 
agreement  would  be  considered  transferable  only  if 
it  provides,  in  part,  that  after  the  lease  sale: 
(1)  the  payment  for  the  consent  is  to  the  qualified 
surface  owner,  or  (2)  the  successful  bidder  is  auto- 
matically permitted  to  acquire  the  consent  by  reim- 
bursing the  company  which  first  obtained  the  consent 
for  its  original  purchase  price. 
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Consents  given  prior  to  the  enactment  of  SMCRA 
(often  under  State  laws)  were  validated  under 
Section  714  regardless  of  the  consent  terms . 
Therefore,  the  Department  cannot  require  that 
these  consents  contain  provisions  which  provide 
for  their  transferability.   To  ensure  competi- 
tive sales,  tracts  which  are  selected  for  lease 
sale  and  which  include  areas  covered  by  con- 
sents given  prior  to  the  enactment  of  SMCRA 
would  be  offered  for  sale  individually  only  if 
the  consents  are  determined  to  be  transferable. 
If  consents  are  determined  to  be  nontransfer- 
able, the  tract  would  not  be  offered  for  sale 
unless  it  is  included  in  an  intertract  sale. 


Environmental  Analysis  and  Lease  Stipulations. 
The  BLM  would  conduct  an  environmental  analysis 
for  each  tract  proposed  for  lease  sale  to 
develop  and  refine  lease  terms  and  stipulations. 
In  general,  the  information  on  which  this  report 
would  be  based  must  be  sufficiently  detailed 
so  that  the  Department  could  be  reasonably  certain 
that  the  lease  would  be  economically  and  environ- 
mentally acceptable,  but  in  less  detail  then 
would  be  required  of  a  lessee  at  the  time  a 
mining  plan  would  be  approved. 


Issue  Identification 


Secretarial  Action  and  Comments 


6/2/7  9 


Previous  Issue 

(Note:  Transferability  of  consents  is  pre- 
sented in  the  section  on  intertracts  sales 
following) 


Program  Concurrence.  Except  where  otherwise 
noted,  the  Department  shall  be  guided  by  the 
procedures  and  policies  set  out  in  the  section 
"Split  Estate  Leasing  And  Surface  Owner  Consent". 


Approve  

Approve  with 
Modifications 

Disapprove  

Other  Action 


Certain  environmental  considerations,  such  as 
hydrology,  archaeology,  and  reclamation  require 
intensive  drilling  or  field  surveying  which 
are  more  easily  and  cheaply  conducted  as  part 
of  a  lessee' s  pre-mining  plan  permit  approval 
activities.  The  Department  would  make  pre- 
liminary decisions  on  these  environmental 
considerations  at  the  time  of  lease  sale  based 
on  modelling  or  less  intensive  surveys  and  would 
stipulate  the  detailed  data  which  would  be  collected 
as  part  of  the  mining  plan  approval  process. 


Program  Concurrence.  Except  where  otherwise  noted, 
the  Department  shall  be  guided  by  the  procedures  and 
policies  set  out  in  the  section  "Environmental  Analysis 
And  Lease  Stipulations." 


Approve 
Approve  with- 

Modifications 
Disapprove 
Other  Action 
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Fair  Market  Value.  The  Mineral  Leasing  Act  of  1920,  as 
amended  by  the  Federal  Coal  Leasing  Amendments  Act  of 
1976  (FCLAA),  specifically  mandates  that,  "No  bid  shall 
be  accepted  which  is  less  than  the  fair  market  value, 
as  determined  by  the  Secretary,  of  the  coal  subject  to 
the  lease." 

The  basic  methods  for  evaluating  fair  market  value  would 
be  comparable  sales  analysis  and  discounted  cash  flow 
analysis.  The  discounted  cash  flow  analysis  involves 
calculating  annual  costs  and  income  resulting  from  the 
development  of  a  property  under  realistic  conditions. 
This  method  is  currently  being  used  by  the  Department 
to  determine  fair  market  value  for  those  tracts  being 
leased  under  the  NRDC  v.  Hughes  agreement. 

Before  the  Department  makes  any  determination  of  fair 
market  value  on  a  tract,  the  public  would  be  given  the 
opportunity  to  comment.  Comments  would  be  solicited 
on  fair  market  value  consideration  for  any  tract  being 
offered  (especially  on  the  values  that  should  go  into 
the  fair  market  value  determination),  as  well  as  on  the 
related  decision  of  maximum  economic  recovery. 


New  Issue 

I  have  reviewed  the  draft  proposals  and  recommendations  of  the 
fair  market  value  task  force.   I  have  no  objection  to  these 
proposals  and  recommendations;  however,  the  task  force  should 
continue  its  studies  under  the  supervision  of  the  Office  of 
Coal  Leasing  Planning  and  Coordination  in  order  to  develop  a 
consensus  on  implementation  of  these  recommendations  before 
remanding  them  to  the  appropriate  office  and  bureaus  for 
implementation. 
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Approve 
Disapprove 
Other  Action 


Program  Concurrence.   Except 
where  otherwise  noted,  the 
Department  shall  be  guided 
by  the  procedures  and  policies 
set  out  in  the  section 
"Fait  Market  Value." 


Bring  back  for  decision 
within  90  days. 


Approve  

Approve  with 
Modifications_ 
Disapprove 
Other  Action" 


Sale  and  Bidding  Methods 

The  Department  recommends  to  the  Department  of  Energy 
that  sale  and  bidding  method  regulations  should  be  kept 
flexible,  permitting  the  choice  of  method  to  be  on  a 
case-by-case  basis. 

Coal  leases  would  usually  be  sold  using  the  individual 
tract  sale  method  in  which  bidders  compete  against 
one  another  for  any  given  tracts .   The  Department 
would  choose  which  tracts  it  feels  are  the  best  tracts, 
both  economically  and  environmentally,  and  which  cumula- 
tively contain  the  amount  of  coal  reserves  desired  for  lease. 
These  tracts  would  be  offered  for  sale  over  the  four  year 
period  of  the  regional  sale  schedule.  The  highest  bidder 
in  any  sale  would  be  offered  the  tract  provided  his  bid 
meets  fair  market  value,  passes  the  Attorney  General's 
anti-trust  review,  and  meets  all  other  requirements  of 
the  laws  and  regulations. 


Previous  Issue. 

What  sale  system  should  the  Department  adopt? 

1.  Lease  using  single  tract  system  (require  separate 
sales  for  each  tract) . 

(+)  Easiest  system  to  administer. 

(+)  Allows  for  more  definitive  activity  planning 

and  sale  schedule  proposal. 

(+)  Greater  assurance  of  leasing  where  the  Department 

feels  is  best. 

(-)  Where  little  competition  involved,  puts  heavy 

reliance  on  fair  market  value. 


Option  1  

Option  2 
Option  3 
Other  Action 
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2.  Lease  using  intertract  system  (offer  several  tracts 
in  a  sale,  lease  only  those  with  highest  bid). 

(+)  Maximizes  revenue  by  maximizing  competition. 

(+)  Offering  large  number  of  tracts  lessens  chance  of 

appearing  to  favor  any  one  party. 

(+)  Greater  opportunity  for  operation  of  industry 

preference. 

(-)  More  complex  to  administer. 

(-)  Proposal  difficult  to  define  for  EIS. 

(-)  Time,  money,  and  manpower  spent  on  tracts  not  sold, 

but  these  tracts  can  be  used  in  later  sales. 
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3.*  Retain  discretion  to  use  either. 

(+)  Allows  Department  to  gain  experience  with  inter- 
tract concept. 

(+)  Gives  Department  means  to  deal  with  various  owner- 
ship patterns. 

(-)  Department  expends  effort  on  developing  two  systems 
rather  than  one,  complicates  program. 
(Issue  Paper:  "Bidding  Systems,"  June  23,  1978) 

Note:  DOE  is  expected  to  propose  regulations  on  bidding 
methods  shortly.  A  draft  and  DOI's  response  are  avail- 
able. 


Coal  lease  could  also  be  sold  using  the  intertract  sale 
method  in  which  bidders  compete  between  tracts  as  wen 
as  over  individual  tracts.  Competition  would  be  enhanced 
because  more  tracts  would  be  offered  than  are  intended 
to  be  awarded.  The  high  bids  for  each  tract  would  be 
compared,  and  only  those  tracts  with  the  highest  bids 
above  fair  market  value  which  are  needed  to  meet  cumula- 
tively the  sale's  target  would  be  awarded.  As  under 
individual  tract  bidding,  the  tracts  for  the  sale  offering 
would  be  selected  on  the  basis  of  land  use  planning,  site 
specific  analysis,  and  tract  ranking.  The  intertract 
sale  method  would  be  used  at  least  in  all  cases  where 
tracts  are  offered  for  sale  which  would  be  mined  by 
surface  mining  methods  and  which  involve  non-trans- 
ferable surface  owner  consents  given  before  the  enactment 
of  SMCRA. 


Previous  Issue. 

Option  1 
What  should  the  Department's  policy  be  toward  pre-existing   Option  2 


consents? 

1.  Offer  tracts  which  are  covered  by  nontransferable 
consents  in  intertract  sales  only. 

(+)  Meets  Secretary's  policy  regarding  transfer- 
ability of  consents. 

(-)  Requires  BLM  to  institute  new  program. 


Option  3 

Other  Action 


But  does  not  apply  in  emergency 
leases 
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Regardless  or  whether  the  individual  tract  or  intertract 
sale  method  is  used,  the  type  of  bidding  method  must  also 
be  determined.  Cptional  methods  tentatively  identified 
by  the  Department  of  Energy  as  acceptable  include: 


Issue  Identification 


Secretarial  Action  and  Comments 


2.  Decline  to  lease  tracts  with  pre-existing  consents 
that  are  not  transferable. 

(+)  Minimizes  administrative  cost  of  pre-existing 
consent  process. 

(-)  Subject  to  possible  legal  challenge. 

3.  *  (Combination  of  1  and  2) 

Tracts  which  are  selected  for  lease  sale  and  which 
include  areas  covered  by  pre-existing  consents 
would  be  offered  for  sale  if  the  consents  are  deter- 
mined to  be  transferable.  If  any  pre-existing  consent 
is  determined  to  be  nontransferable  the  tract  would 
not  be  offered  for  sale  unless  it  is  included  in  an 
intertract  sale. 

(+)  Processes  greatest  number  of  consents. 

(-)  Greatest  administrative  burden. 

(Issue  Paper:  "Split  Estate  Leasing  Implementation," 

Aug.  31,  1978) 
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Direct  or  deferred  bonus  bidding:  cash  payment 
is  offered  for  the  lease.   (Note,  the  Federal 
Coal  Leasing  Amendments  Act  of  1976  requires 
half  of  all  sales  to  be  by  deferred  bonus  bid.) 

.  Variable  royalty  bidding:   bids  are  placed  in  the 
form  of  royalty  rates  based  on  a  percentage  of  the 
value  of  the  coal  recovered  (usually  a  small  cash 
down  payment  is  also  required). 

.  Sliding  scale  royalty  bidding:  cash  payment  is 
offered  for  the  lease,  but  the  amount  of  the 
royalty  paid  is  varied  in  proportion  to  the 
value  of  the  coal  produced. 

In  addition,  DOE  has  stated  it  intends  to  study 
very  closely  possible  use  of  a  profit  sharing  method 
(British  system).  Here  the  government  essentially 
becomes  a  partner  in  the  coal  enterprise  and  receives 
a  bid  offering  a  percentage  of  profits,  if  any. 


Previous  Issue. 

Should  the  current  deferred  -bonus  bidding  system 
be  used  exclusively  or  should  the  Department 
experiment  with  other  bonus  bidding  systems? 

1.  Continue  to  use  deferred  bonus  bidding  system  ex- 
clusively. 

(+)  Administratively  simple. 

(+)  Department  has  experience  with  system. 

(+)  Risk  factor  in  coal  not  as  great  as  in  OCS. 

(- )  Might  increase  front  end  cost  burden  on  coal 
companies. 

(-)  Deferred  bonus  bidding  may  favor  large  over  small 
companies. 


Option  1 

Option  2  c 

Other  Action 
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Issue  Identification 


Secretarial  Action  and  Comments 


V    2.  'Experiment  with  alternative  bidding  systems  and 
adopt  those  successful. 

(+)  Allows  greater  flexibility  to  meet  varying 
situations. 

(-)  Complicates  administration  of  program. 
(Issue  Paper:   "Bidding  System,"  June  23,  1978 


New  Issue 


Although  the  authority  to  promulgate  regulations 
concerning  bidding  methods,  diligent  development,  and 
continued  operations  was  transferred  to  the  Department 
of  Energy  in  the  Department  of  Energy  Organization  Act, 
should  DOE  not  promulgate  new  regulations  before  a 
Federal  coal  management  program  is  established,  the 
current  regulations  would  remain  in  force  until 
superseded  by  DOE  regulations. 


Who  should  have  authority  for  approving  lease 
actions? 

1.  The  Secretary  would  retain  authority  for  all 
decisions  associated  with  coal  leasing. 

2.  The  Secretary  would  delegate  interim  authority 

for  leasing  decisions  involving  ««As,  emergency  cda 
leases  and  lease  modifications  to  the  A/S-LWR  unless 
these  decisions  were  an  integral  part  of  a  Secre- 
tarial regional  coal  lease  sale  approval.  The 
delegation  would  include  approval  of  lease  sale 
notices.  After  a  period  of  time  re-delegation  to  the 
Director  BLM  should  be  considered. 

(for  discussion  of  this  issue  see  Issue  Paper  8) 


Note:   DOE  is  expected  to  propose  regulations  on 
diligence  shortly.  DOI  has  formally  commented  on 
draft  proposed  regulations  pursuant  to  the  DOE 
Organization  Act. 

Program  Concurrence.  Except  where  otherwise  noted, 
the  Department  shall  be  guided  by  the  procedures  and 
policies  set  out  in  the  section  on  "Sale  and  Biddinq 
Methods". 


Option  1  _ 
Option  2 
Other  Action 


Approve    CDi 
Approve  with 
Modifications 
Disapprove 
Other  Action 
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Issue  Identification 


Secretarial  Action  and  Comments 


Consultation  with  the  Governors.   Prior  to  setting 
a  regional  coal  lease  sale  schedule,  the  Secretary 
would  consult  with  the  Governor  of  each  State  in 
which  tracts  to  be  leased  are  located.  The  Secretary 
would  ask  each  governor  to  comment  in  a  specified  period 
of  time,  not  less  than  30  days  nor  more  than  60  days, 
before  issuing  the  final  schedule  of  sale.  Section  3 
of  the  Federal  Coal  Leasing  Amendments  Act  of  1976 
provides  a  specific  procedure  for  consultation  with  a 
State  when  a  lease  proposal  would  permit  surface  mining 
within  the  boundaries  of  a  National  Forest  within  that 
State. 


6/2/7  9 


Previous  Issue. 

What  form  of  final  pre-sale  State  consultation 
should  the  system  adopt  (choices  in  addition  to 
consultation  occurring  during  planning  and  tract 
selection) ? 

1.  Only  consult  if  tract  is  for  surface  mining  in 
National  Forest  (statutory  requirement) . 

(+)  Fasiest  option  to  administer. 

(+)  Follows  letter  of  statute. 

(-)  Would  reduce  consultation  from  current  practice. 

(-)  Artifically  stresses  National  Forest  coal. 


Option  1  

Option  2  

Other  Action 


CC65 


2.  Consult  on  all  tracts  with  an  optional  response 
period  of  from  30  to  60  days  except  for  mandatory 
period  on  National  Forest. 

(+)  Allows  Secretary  to  respond  when  serious  concern 

seems  likely,  but  otherwise  to  proceed  with  timely  sale. 

(+)  Assures  States  will  be  allowed  to  present  case 

to  Secretary. 

(-)  Greater  administrative  burden  then  #1. 

(-)  Introduces  delay  into  sales. 

(Issue  Paper:  "State  and  Local  Government  Participation, 

June  23,  1978.) 


Program  Concurrence.   Except 
where  otherwise  noted,  the 
Department,  shall  be  guided 
by  the  procedures  and 
policies  set  out  in  the  sec- 
tion "Consultation  With 
Governors. " 


Approve  

Approve  with 
Modification 
Disapprove  _ 
Other  Action 
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Issue  Identification 


Secretarial  Action  and  Comments 


V.   STATE,  DXAL,  AND  INDUSTRY  PARTICIPATION. 

A  variety  of  methods  have  been  developed  to  provide 
State,  local,  and  industry  participation  in  the  preferred 
alternative  Federal  coal  management  program. 

State  Participation.  The  preferred  program  is  designed 
to  offer  as  significant  a  role  for  the  State  governments 
in  the  Federal  coal  management  process  as  possible  short 
of  providing  them  with  veto  power  over  Federal  decisions. 
The  States  would  be  offered  the  opportunity  to  sign 
cooperative  agreements  to  enable  them  to  participate 
directly  in  the  land  use  planning  process.   The  States 
could  nominate  unsuitability  criteria  to  be  added  to  the 
list  of  Federal  unsuitability  criteria.   They  could  also 
submit  expressions  of  interest  in  potential  coal  tracts. 
The  States  would  be  expected  to  participate  actively 
and  directly  through  membership  on  regional  coal  teams 
in  the  activity  planning  procedures  of  tract  ranking, 
selection,  and  scheduling.  Furthermore,  a  special  con- 
sultation step  would  be  provided  to  the  States  in  setting 
regional  production  goals  and  leasing  targets.   The  governor 
would  also  be  informally  consulted  prior  to  any  final 
decision  to  offer  a  tract  for  sale.  Although  the  States 
would  be  expected  to  provide  their  views  over  the  full 
spectrum  of  issues,  the  Department  would  particularly 
need  the  States'  comments  on  the  interregional  and 
cumulative  regional  social  and  economic  impacts  of  coal 
development  in  the  process  of  setting  regional  leasing 
targets  and  on  intra-regional  and  site-specific  social  and 
economic  impacts  in  the  tract  ranking  and  selection 
process.   The  States  would  also  have  the  lead  for  many 
post-sale  lease  managment  actions. 


Note:   Other  Alternatives 

These  participation  components  would  not  be  compat- 
ible with  the  no  leasing  or  preference  right  leasing 
only  alternatives  and  would  be  used  only  to  a  limited 
extent  under  the  emergency  leasing  alternative. 
Under  the  lease  to  meet  industry  indications  of  need 
alternative,  greater  emphasis  would  be  placed  on 
obtaining,  at  an  early  stage,  industry  nominations 
and  less  emphasis  would  be  placed  on  state  consulta- 
tion.  Under  the  state  determination  of  leasing  levels 
alternative,  the  role  of  the  states  would  obviously 
be  pre-eminent.   On  the  other  hand,  in  the  lease  to 
meet  DOE  production  goals  alternative,  the  roles  of 
industry  and  the  states  would  both  be  reduced. 
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Assure  effective  Indian 
participation 


Whenever  possible,  the  regional  coal  teams  would  serve 
as  the  general  forums  in  which  State  participation  would 
occur.  In  particular,  these  teams  would  be  the  focal 
points  for  developing  proposals  for  Secretarial  decision 
on  the  tracts  selected  and  scheduled  for  sale  and  on 
regional  production  goals  and  leasing  targets. 
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Issue  Identification 


Secretarial  Action  and  Comments 


The  activities  of  these  teams  would  provide  the  State 
governors  with  an  opportunity  to  discuss  any  potential 
significant  Federal  decisions  before  they  are  made  and 
not  just  in  the  formal  consultation  which  occurs  after 
the  decisionmaking  and  would  provide  to  the  citizens  of 
each  State,  through  their  elected  officials,  an 
authoritative  forum  for  the  airing  of  their  interests 
and  concerns. 

General  Public  Participation.  The  public  would  have 
several  opportunities  to  participate  .directly  throughout 
the  coal  management  decision  making  process.  Hearings 
would  be  held  on  the  land  use  plan  recommendations  before 
the  final  land  use  plan  decisions  would  be  made. 
Comments  would  be  solicited  from  the  public  at  the  beginning 
Qf  the  regional  tract  ranking,  selection,  and  sale 
scheduling  process .   The  public  would  have  the  opportunity 
to  submit  written  comments  and  to  participate  in  a  hearing 
on  the  regional  sale  environmental  impact  statement.  The 
Secretary  could  also  hold  additional  hearings  in  the  area 
of  the  proposed  sale  if  there  were  a  general  interest 
in  the  proposed  sale  and  any  issue  existed  which  had 
not  been  thoroughly  discussed  at  previous  hearings .   Besides 
the  general  public  participation  steps,  there  would  be 
opportunities  for  participation  during  the  surface  owner 
consultations,  surface  owner  consent,  and  indications 
of  leasing  interest  stages  of  the  coal  management 
program. 

In  addition  to  these  formal  opportunities  for  public 
participation,  anyone  could  submit  general  comments 
at  any  time  in  the  process.  The  Department  would 
schedule  meetings  for  public  comment  whenever  it  has 
reason  to  believe  that  it  would  serve  the  public's 
interest. 


Program  Concurrence.  Except  where  otherwise 
noted,  the  Department  shall  be  guided  by  the 
procedures  and  policies  set  out  in  the  section 
"State  Participation." 


Previous  Issue. 

When  should  mandatory  public  hearings  occur  in 
system? 

1.*  Prior  to  adoption  of  land  use  plan,  and/or-; 

2.*  After  draft  regional  environmental  assessment, 
and/or; 

3.  After  final  environmental  impact  analysis  and 
before  sale. 

Note:  Generally,  the  Department  should  maximize 
ccmment  opportunity.  However,  effectiveness  of 
public  hearings  decreases  as  more  hearings  are 
held.   Probability  of  comments  causing  change  in 
material  presented  declines  the  further  into  the 
process  the  hearing  is  held. 
(Issue  Paper:  "Public  Participation,"  June  23,  1978) 


Program  Concurrence.  Except  where  otherwise  noted, 
the  Department  shall  be  guided  by  the  procedures 
and  policies  set  out  in  the  section  "General  Public 
Participation." 


Approve  

Approve  with 
Modifications 

Disapprove  

Other  Action 


Option  1  

Option  2  _ 

Option  3  

Other  Action 


Approve 1 

Approve  with 
Modifications 

Disapprove  

Other  Action 
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Issue  Identification 


Secretarial  Action  and  Comments 


Industry  Participation.  Industry  is  a  critically 
important  participant  in  the  preferred  program  not  only 
because  it  supplies  the  bidders  in  the  lease  sales  and 
the  technology  and  capital  to  extract  the  coal,  but  also 
because  it  provides  the  information  needed  in  the  de- 
terminations leading  to  the  delineation  of  tracts. 
The  three  principal  sources  for  coal  information  in 
the  United  States  are  the  Federal  government,  through 
the  Geological  Survey  and  other  agencies;  the  State 
governments,  through  the  State  geological  surveys  or 
mining  bureaus;  and  the  coal  industry.  Industry  is  in 
a  special  position  to  make  the  Federal  government  aware 
of  the  type,  quality,  quantity,  and  location  of  coal 
which  it  believes  should  be  considered  for  leasing. 

Industry  would  be  able  to  participate  in  the  land 
use  planning  and  regional  production  goal  and  leasing 
target  setting  processes  through  all  the  same  formal  and 
informal  channels  available  to  the  general  public. 
During  land  use  planning,  industry  could  contribute  in- 
formation on  existing  operations  and  on  the  location  of 
resources.  During  the  setting  of  regional  production 
goals  and  leasing  targets,  industry  could  supply  in- 
formation on  the  overall  demand  for  coal  and  the 
production  potentials  from  previously  leased  Federal 
reserves  and  non-Federal  reserves  for  meeting  that  demand. 
In  addition  to  these  general  participation  opportunities, 
industry  would  continue  to  have  the  opportunity  to 
indicate  tracts  it  would  like  to  see  leased  and  supply 
site  specific  data.  Indeed,  such  industry  indications 
are  critical  to  the  functioning  of  the  leasing  com- 
ponent of  a  Federal  coal  management  program.  In  the 
preferred  program,  this  step  would  be  scheduled  to 
occur  as  the  first  formal  step  in  the  activity  planning 
process . 

As  previously  noted,  the  activity  planning  process  for 
coal  would  involve  the  delineation,  ranking,  and 
selection  of  tracts  within  areas  identified  as  acceptable 
for  further  consideration  for  coal  leasing  in  the  land 
use  plan.  Information  derived  from  industry  data 
would  be  required  to  assist  in  determining  need  and  to 
facilitate  lease  tract  delineations  and  economic  evalua- 
tions. To  obtain  these  data,  industry  would  be  requested 
through  formal  notices  to  submit  expressions  of  leasing 


Previous  Issue. 

How  should  industry  tract  interest  information  be  used? 

1.  Used  to  delineate  tract  boundaries  only  after  "best" 
areas  are  identified. 

(+)  Department  could  not  be  seen  as  reacting  to 

industry. 

(-)  Ignores  oportunity  to  use  valuable  industry 

information. 

(-)  May  result  in  development  of  tracts  that  are  not 

least  cost  or  that  are  of  no  interest  to  industry. 

2.  *  Used  to  select  "best"  leasing  tracts  from  areas 
acceptable  for  further  consideration  for  leasing. 

(+)  Allows  the  party  who  ultimately  will  be  mining  a 
bigger  role  in  identifying  areas  for  lease. 
(Issue  Paper:   " Intraregional  Matters  Affecting 
Design  of  Coal  Leasing  Process,"  July  18,  1978) 

Program  Concurrence.  Except  where  otherwise  noted, 
the  Department  shall  be  guided  by  the  procedures  and 
policies  set  out  in  the  section  "Industry  Participation." 


6/2/7  9 


Option  1  

Option  2  ~ 
Other  Action 


Approve      c 
Approve  with" 
Modifications 
Disapprove  _  ~ 
Other  Action  "" 
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interest  for  coal  within  the  areas  acceptable  for 
further  consideration  for  leasing  set  out  in  the  land 
use  plans,  To  the  extent  these  indications  define  po- 
tential tracts,  they  would  be  relied  on  for  the  preliminary 
delineation  of  tracts,  unless  it  is  determined  that 
different  tracts  or  different  tract  boundaries  would 
be  necessary  to  ensure  competitive  interest  in  the 
eventual  lease  sale,  conserve  Federal  coal,  or  meet 
other  largely  economic  obj  ectives  in  the  coal  manage- 
ment program. 


Issue  Identification 


Secretarial  Action  and  Comments 
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VI.   SPECIAL  LEASING  OPPORTUNITIES 


Note:   Other  Alternatives 


In  response  to  the  requirements  in  the  Federal  Coal 
Leasing  Amendments  Act  of  1976  and  the  Small  Business 
Act  of  1953,  as  amended,  the  Department  would  reserve 
and  offer  a  reasonable  number  of  coal  lease  tracts  as 
special  leasing  opportunities.  The  special  opportunities 
would  be  provided  through  special  lease  sales  where  public 
bodies  would  bid  only  against  public  bodies  and  small 
businesses  only  against  other  small  businesses.   No  special 
determinations  of  maximum  economic  recovery  or  other 
possible  financial  incentives  would  be  posed. 

Public  bodies  are  non-profit  consumer-owned  utilities, 
principally  rural  electric  cooperatives,  municipally  owned 
utilities,  and  Federal  agencies.  The  Secretary  would 
designate  and  schedule  one  or  more  coal  lease  tracts  for 
special  opportunity  lease  sales  for  public  bodies  after  the 
ranking  and  selection  process  only  if  a  public  body  has, 
through  submission  of  an  expression  of  leasing  interest, 
requested  that  a  special  opportunity  lease  sale  be  held. 
With  the  submission  of  this  request,  the  public  body  would 
have  to  provide  evidence  of  its  qualifications  to  participate 
in  a  special  opportunity  sale. 


These  special  leasing  opportunity  procedures  would 
be  employed  in  all  but  the  no  leasing  and  preference 
right  leasing  only  alternatives. 


Previous  Issue. 

What  policy  posture  should  the  Department  take  toward 
public  body  leasing? 

1.  Keep  "public  body"  leasing  program  to  the  minimum 
size  possible  while  still  satisfying  the  Federal  Coal 
Leasing  Amendments  Act  of  1976. 

(+)  Least  program  cost  and  complexity. 

(+)  The  larger  operations  of  private  coal  operations 

are  easier  to  adopt  to  environmentally  desirable 

operations. 

(-)  Lose  benefits  of  "public  body"  participation. 


Option  1  

Option  2         c 
Option  3 
Other  Action 
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Issue  Identification 


2.  *  Treat  "public  body"  leasing  as  a  major  component 
of  the  system  and  encourage  "public  body"  participa- 
tion, but  do  not  modify  fair  market  value  requirements 
or  provide  other  financial  incentives. 

(+)  Presents  competition  for  private  coal  operators. 
(+)  Can  be  accomplished  without  any  major  adjustments 
to  system  timing. 

(-)  Bm  would  have  to  maintain  two  separate  leasing 
systems  and  continually  audit  public  body  coal  use. 

3.  Treat  "public  body"  leasing  as  a  major  component 
of  the  coal  leasing  program  and  encourage  use. 

(+)  Ensures  relatively  low  cost  coal  to  "public  bodies. 

(-)  Risks  appearance  of  favoring  "public  body" 

leasing  without  adequate  mandate. 

(-)  Higher  administrative  costs. 

(Issue  Paper:  "Public  Body  leasing,"  June  23,  1978) 


Secretarial  Action  and  Comments 
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Small  business  would  be  required  to  meet  the  qualifying 
standards  set  forth  in  Small  Business  Administration 
regulations.  The  Small  Business  Administration  proposed 
qualification  requirements  for  small  businesses  to 
participate  in  Federal  coal  lease  special  opportunity 
sales  in  the  March  14,  1979  Federal  Register.  To 
qualify,  the  business  would  have  to  be  independently 
owned  and  operated,  not  be  dominant  in  its  field,  and, 
together  with  its  affiliates,  employ  not  more  than  250 
employees.  Although  it  would  be  advisable  and  to  its 
advantage  to  do  so,  a  small  business  would  not  be  required 
to  notify  the  Department  of  its  desire  for  a  special 
opportunity  sale.  The  Secretary's  decision  to  hold  a 
small  business  special  opportunity  sale  would  be  made  in 
consultation  with  the  Small  Business  Administration. 


New  Issue 

The  Department  should  carry  through  on  actions  to 
establish  small  business  set  aside  program  and 
encourage  minority  participation  in  that  program. 
(for  discussion  of  this  topic  see  Issue  Paper  9) . 


Program  Concurrence 

Except  where  otherwise  noted,  the  Department  shall 
be  guided  by  the  procedures  and  policies  set  out  ir 
the  section  "Special  Leasing  Opportunities." 


Approve 
Approve  with" 
Modification 
Disapprove 
Other  Action- 


Approve  

Approve  with 
Modifications 

Disapprove  

Other  Action 
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VII.   EMERGENCY  LEASING  SYSTEM. 


The  preferred  program  would  contain  an  emergency 
leasing  system  which  would  enable  the  Department 
to  provide  for  urgent  needs  for  Federal  coal 
when  those  needs  could  not  be  met  in  a  timely  manner 
through  the  general,  long-term  leasing  process  (bypass, 
production  maintenance,  or  hardship  situations) .  The 
emergency  leasing  system  would  differ  from  the  general, 
long-term  leasing  process  only  with  respect  to:  (1)  the 
method  of  tract  identification,  and  (2)  the  breadth  and 
scope  required  in  the  planning  and  environmental  assessment 
process.  This  system  would  be  administered  tightly,  so 
as  to  maintain  the  integrity  of  the  general,  long-term 
leasing  process.   To  qualify  for  production  maintenance 
or  bypass  emergency  leases,  an  operation  that  has  been 
producing  for  at  least  two  years  prior  to  the  application 
would  be  required  to  show  that: 

o  The  Federal  coal  is  needed  within  three 

years  to  maintain  an  existing  mining  operation 
at  the  average  annual  level  of  production  or 
new  contracted  level  of  production  on  the 
date  of  application,  as  substantiated  by  the 
proposed  production  levels  stated  in  a  mine 
plan  or  a  complete  copy  of  the  supply  or 
delivery  contract,  or  both;  or 

o  If  the  coal  deposits  are  not  leased  they  will  be 
bypassed  for  the  reasonably  forseeable  future, 
and  if  leased,  some  portion  of  the  tract  applied 
for  will  be  utilized  within  three  years,  as 
substantiated  by  the  proposed  production 
levels  stated  in  a  mining  sequence  plan;  and 

o  The  need  for  the  coal  deposit  resulted  from 
circumstances  that  were  beyond  the  control  of 
the  applicant  or  for  which  he  could  not  have 
reasonably  foreseen  and  planned. 

The  extent  of  coal  reserves  covered  by  bypass  and  production 
maintenance  emergency  leases  could  not  be  more  than  that 
which  could  be  mined  over  eight  years  at  the  average  annual 
production  level  or  new  contracted  level  of  production  on 
the  date  of  the  application. 
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Note:  Other  Alternatives 

This  would  be  the  major  component  of  the  emergency 
leasing  alternative.  It  could  also  remain  a  com- 
ponent of  the  lease  to  meet  DOE  production  goals,  leasing 
to  meet  industry  indications  of  need,  and  state  deter- 
mination of  leasing  level  alternatives. 

New  Issue 

What  amount  of  administrative  flexibility  towards 
qualifying  emergency  lease  sales  should  the  Department 
retain?  Specifically: 


A.  How  many  years  of  reserves  in  emergency  leases? 

1.  Set  reserve  limit  on  a  case-by-case  basis  re- 
lating to  amount  of  reserves  issued  to  the  expected 
date  of  the  activity  planning  decision  on  additional 
leasing  for  the  area. 

2.  Set  a  maximum  of  eight  years  of  reserves  to  be 
leased,  but  offer  less  reserves  in  response  to  any 
given  application  if  the  activity  planning  schedule 
appears  firm  and  would  lead  to  a  final  decision  on 
the  subject  area  significantly  before  the  maximum 

ber  of  years  of  reserves  could  be  mined  out. 
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Option  ]  

Option  2  

Option  3  C 

Option  4  

Other  Action 


Set  eight  years  of  reserves  as  the  maximum  to  be 
leased  in  all  cases  and  lease  the  amount,  if  applied 
for,  regardless  of  activity  planning  decision  schedules. 

4.  Set  no  limit  on  the  number  of  years  of  reserves  to  be 
leased.  Lease  all  reserves  necessary  to  complete  the  mining 
unit. 

B. ,  At  what  level  should  production  be  maintained? 

\l.     Only  accept  applications  seeking  to  maintain  the  existing 
level  of  production  shown  in  their  mine  plans. 

2.  Accept  applications  which  call  for  increasing 
production  if  substantiated  by  contracts  existing  at 
the  time  of  the  application. 


Option  ]  

Option  2 

Other  Action  Option  <%2 


/Jould  apply  for  contracts 

signed  before  effective  date 
of  the  regs. 
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An  applicant  not  qualifying  for  an  emergency  lease  under 
the  above  conditions  could  still  qualify  as  a  hardship 
case  if  his  operations  are: 

o  Outside  of  a  coal  region; 

o  Inside  a  coal  region  in  which  activity 
planning  has  not  yet  begun;  or 

o  Of  a  size,  quality,  or  end  use  that  is 
not  significantly  related  to  meeting  the 
regional  leasing  target. 

The  applicant  would  also  be  required  to  show  a  hardship 
of  the  following  type: 

o  A  locality  has  lost  or  will  lose  its 

alternative  sources  of  domestic  coal  supply; 

o  A  mine  which  has  been  closed  will  be  reopened, 
and  local  unemployment  will  be  alleviated; 

o  The  mine  will  test  new  technology 
supported  by  a  Federal  agency; 

o  Mining  and  reclamation  of  the  tract  will 

promote  a  program  or  policy  of  another  surface 
management  agency,  such  as  rehabilitation  of 
lands  scarred  by  past  uses;  or 

o  Similiar  reasons  that  the  Secretary,  after 

holding  a  hearing,  determines  are  substantially 

in  the  public  interest. 

The  terms  of  hardship  emergency  leases  would  be  determined 
on  a  case-by-case  basis. 

The  tract  to  be  offered  for  the  emergency  lease  sale  would 
only  be  so  much  of  the  land  applied  for  as  would  be  necessary 
to  meet  the  emergency  need  of  the  applicant  without  violating 
the  integrity  of  the  general,  long-term  leasing  process. 

No  coal  lease  would  be  issued  unless  a  comprehensive  land 
use  analysis  has  been  conducted  on,  and  the  Department's 
unsuitability  criteria  have  been  applied  to,  the  land  to 
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C.  Should  lease  stipulations  control  production 
rates  from  the  lease? 

1.  Do  not  attempt  to  control  the  maximum  rate  of  production 
through  lease  stipulations. 

2.  Stipulate  in  the  emergency  lease  the  maximum  yearly  pro- 
duction to  be  allowed  from  the  lease. 

D.  Should  Department  consider  new  mine  applications 
under  the  by-pass  criteria  where  the  coal  would  be 
mined  within  3  years? 

1.  Eliminate  the  requirement  for  the  applicant's 
mine  to  have  been  in  production  for  2  years  and  simply 
require  the  coal  to  be  needed  within  3  years  in  by-pass 
situations 

2.  Maintain  the  requirement  for  production  2  years 
prior  to  the  application  for  by-pass  leases. 

E.  Should  the  amount  of  reserves  leased  be  restricted 
for  applicants  outside  of  major  Federal  production  regions? 

1.  Restrict  the  number  of  years  of  reserves  issued 

in  response  to  applications  outside  of  designated  Federal 
coal  production  regions  to  the  same  number  used  within  the 
designated  coal  production  regions  for  by-pass-and  employ- 
ment leases. 

2.  Lease  all  reserves  within  the  projected  mining 
unit  consistant  with  land  use  planning. 


(for  pros  and  cons  analysis  see  Issue  Paper  10  in  Part  B) 


Secretarial  Action  and  Comments 
6/2/7  9 

Option  ] 

Option  2 


Other  Action  adopt  language 
in  paragraph  #"3  of  attachment 
.  #1  dated  6/2/79. 


Option  ] 
Option  2 


Other  Action  CDA 

Adopt  text  language  in 

paragraph  9  of  attachment . 


Option  ]  

Option  2  

Other  Action 


_2_  ^fTgv-mJg     &^^    ^  ^ 


3.  Recommended  under  "Other  Action"  for  emergency  leasing, 
issue  C,  page  96,  is  the  following: 

Do  not  stipulate  production  rates  for  an  emergency  lease; 
rather,  decline  to  issue  further  emergency  leases  in- 
volving a  mine  that  has  received  an  emergency  lease  over 
the  period  for  which  reserves  were  issued  under  that 
lease  or  until  activity  planning  is  completed,  whichever 
is  earlier. 

4.  On  the  lease  readjustment  issue,  page  105,  LW  recommends 
the  following  text  be  added  at  the  end  of  option  1: 

...except  where  the  royalty  in  the  existing 
lease  is  higher  than  12  1/2%  in  the  case  of 
surface  mines  and  8%  in  the  case  of  under- 
ground mines,  in  which  case  the  royalty  should 
be  continued  at  the  higher  level. 

5.  Recommended  under  Maximum  Economic  Recovery,  page  112, 
is  the  following  procedure:  ^a 

The  preleaae  determination  ofYsi&affls  to  be  mined  would  be 


\   specified  in  the  lease  sale  notice  but  not  in  the  lease. 


W 


This  would  provide  potential  bidders  with  an  indication 
^\    of  Interior's  judgment  as  to  MER  on  the  data  then  avail- 
able without  making  this  preliminary  determination  (, 
formal  by  inserting  it  as  a  lease  term.  ^ps-^s&ir®&a£3\- ty\  *~--^ 
MER  determination  would  be  ^b4ect  to— rev-ts-i-oui  at  the 
time  of  mine  plan  approval  ff£ -more  dtHra-i-jreid  ma'ffkQti  a-nd 
uuul&eji'-al — iii'£^rii^i'iWb«>a---wg'U,id""beeiawei  avail  able  aim  wing 
•tehate  fah^^configuration  of  seams,  actual  mining  costs  dnJ 
fe£±  revenuesulsoro  oignif  iaantly  dif  i&&&n&— fcha-a  thoee- 
Bged  pfgvtPttfl^y  Ux.  mako  the  prcliminjary.j:MBB-^de-feeff— ■ 

Volume  II — Decision  Recommendations 
I.  Powder  River  Region 
Option  1 

Option  1  should  be  selected  but  with  an  instruction  by 
the  Secretary  to  the  BLM  to  undertake  the  necessary 
additonal  land  use  planning  this  year  to  permit  1982 
lease  sales.   No  leasing  target  would  be  selected  now, 


e& 


Revised 
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Memorandum 


To:  Executive  Secretary 

**  *■  Til      Si  »  * 

From:     Associate*  Solicitor  ~  Energy  and  Resources 

Subject:   Secretarial  Issue  Document:  Federal  Coal  Management  Program 

This  memorandum  briefly  explains,  the  reasons  for  certain  at  the  Division 
of  Energy  and  Resources'  recommendations  on  the  Secretarial  Issue  Document, 
Federal  Coal  Management  Program.  Attached  to  this  memorandum  are  the 
recommendations  on  all  of  the  issues. 

Issue  Paper  1.  Criterion  24,  State  Lands  Unsuitable,  should  be  deleted, 
or  modified  to  cover  only  buffer  zones  for  State-owned  lands  which  would 
be  unsuitable  under  any  of  the  Department's  criteria  (including  those 
adopted  under  criterion  23).  To  do  otherwise  would  be  to  effectively 
give  a  State  designation  power  over  Federal  lands,  a  result  specifically 
disallowed  by  the  Surface  Mining  Control  and  Reclamation  Act." 

Issue  Paper  9.  The  Department  should  adopt  a  standard  to  very  strongly 
discourage  a  company  from  opening  a  mine* which  has  insufficient  reserves 
to  operate  successfully  unless  it  subsequently  obtains  a  federal  lease. 
This  could  be  done  as  a  matter  of  discretion  in  acting  on  an  application 
or  by  regulation.  In  either  event,  we  should  clearly  let  people  know 
that  those  who  attempt  to  pressure  the  Department  to  lease  by  opening  a 
jnine  with  insufficient  reserves  will  be  unsuccessful  in  their  efforts. 

Issue  Paper  10.  As  our  marginal  notes  on  the  emergency  leasing  options 
indicate,  it  is  unclear  whether  these  options  discriminate  between  new 
mines  (so-called  hardship  cases)  and  bypass  and  shutdown  situations  on 
existing  mines.  (See  p.  86,  bottom;  p.  95,  both  options;  p.  96,  too). 
Intertract  bidding  should  be  required  for  nontransferable  consent  tracts 
sold  for  new  mines  (we  have  always  maintained  that  any  bidder  can  win  a 
tract  offered  in  these  circumstances,  not  just  the  applicant). 
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be  included  in  the  lease.  All  emergency  leasing  decisions 
would  have  to  be  consistent  with  the  appropriate  land  use 
plan  or  analysis  and  the  unsuitability  criteria. 


6/2/79 


Before  a  lease  sale  would  be  held,  in  response  to  an  emergency 
lease  sale  application,  an  environmental  analysis  would  be 
completed  on  the  potential  effect  of  such  a  coal  lease  on 
the  resources  of  the  area  and  its  environment,  including 
fish  and  other  aquatic  resources,  wildlife  habitats  and 
populations,  and  visual,  recreation,  cultural,  and  other 
resources  in  the  affected  area.  Should  the  Department 
determine  an  environmental  impact  statement  is  required, 
one  would  be  completed. 


The  pre-sale  and  sale  procedures,  including  public 
participation  procedures,  of  the  general,  long-term 
leasing  process  would  be  followed  in  all  emergency 
leasing  situations. 


VIII.  Meeting  the  Requirements  of  the  National 
Environmental  Policy  Act. 

A  regional  environmental  impact  statement  would  be 
prepared  on  a  four-year  schedule  of  lease  sales  in 
each  coal  production  region  for  which  sales  of  Federal 
coal  are  projected.  Each  regional  lease  sale  statement 
would  include  analysis  of  both  the  site-specific  and 
intraregional  cumulative  impacts  of  the  proposed  leasing 
actions.  Additionally,  mine  plan  reviews,  coal  lease 
exchanges,  and  other  Federal  coal  management  actions  might 
be  included  where  timely  and  appropriate.  The  regional 
leasing  target,  the  tract  delineation  and  ranking  process, 
the  proposed  selection  of  tracts  to  be  leased,  and  the 
proposed  lease  sale  schedule  would  be  discussed  and  analyzed. 
The  tract  rankings  and  sales  schedule  would  be  reconsidered 
two  years  later  when  the  next  biennial  process  of  establishing 
new  regional  production  goals  and  leasing  targets  is 
completed.  If,  during  this  reconsideration  in  any  region, 
substantial  differences  are  found  in  tract  ranking  (because 
of  the  preparation  of  additional  land  use  plans  or  changed 
environmental,  social,  or  economic  conditions)  or  if  there 
is  a  new  regional  leasing  target  requiring  a  major  change 


Program  Concurrence 

Except  where  otherwise  noted,  the  Department  shall 
be  guided  by  the  procedures  and  policies  set  out  in 
the  section  "Emergency  Leasing  System" . 


Approve  

Approve  with 
Modification 
Disapprove  _ 
Other  Action 
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in  the  tracts  proposed  for  sale,  a  two-year  supplement  to  the 
regional  lease  sale  statement  would  be  prepared.     At  the  time 
of  the  second  consecutive  biennial   consideration  of  regional 
leasing  targets  and  ranking  of  tracts,   new  four-year  regional 
lease  sale  environmental  impact  statements  would  be  prepared. 

National  and   interregional  impacts  of  the  Federal  coal 
management  program  are  analyzed  in  the  programmatic  environmental 
impact  statement.   The  document  would  be  updated  when  conditions 
change  sufficiently  to  require  new  analyses  of  those  impacts. 

The  Proposed  Planning  Regulations  of  the  BLM  and  the  Forest 
Service  would  require  the  preparation  of  environmental 
impact  statements  on  individual  land  use  plans.     As  each 
land  use  plan  addresses  all  public  land  resources  and 
uses,   not  just  coal  and  coal  development,   the  environmental 
impact  statement  on  the  plan  would  be  comprehensive.   Concerning 
coal,   the  statement  would  include  an  environmental  impact 
analysis  of  any  decision  in  the  plan  to  identify  lands  as 
acceptable  for  further  consideration  for  coal  leasing, 
including  the  application  of  the  unsuitability  criteria 
and  the  resource  trade-offs  which  led  to  the  decision. 


Secretarial  Action  and  Comments 
6/2/79 


(Issue  Paper:    "Environmental  Analysis   Strategy, 
August   3],    ]978) 
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ent,     the    Department    is    preparing    environmental 

statements    on    eight    regions    with    high    coal 

ment    potential.        These    regions    are    considerably 

than    the    coal    regions    for    which    the    regional 
ase    sale    environmental    impact    statements 
e    prepared    under    the    preferred    program, 
ngoing    regional    statements    discuss    mining 
or    existing    leases    and    related    developments. 

not    address    any    renewed     competitive 

which    would    result    from    the    determination 
ed    for    leasing    under    the    preferred    program. 
however,     the    analyses     in    these    regional 
nts    would    be    applicable    to    analyses    needed    in 

regional    lease    sale    statements,     they    would 
rporated     in    the    new    statements. 


Program  Concurrence 

Except  where  otherwise  noted,   the  Department 
shall  be  guided  by  the  policies  and  procedures 
set  out  in  the  section  "Meeting  The  Requirements 
Of  The  National  Environmental  Policy  Act". 


Approve 
Approve  with 
Modifications^ 

Disapprove  

Other  Action 
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X.   ADMINISTRATION  OF  EXISTING  LEASES  AND  PHLAS. 
A  significant  element  of  the  Department's  Federal 
coal  management  program  is  the  administration  of 
existing  coal  leases  and  preference  right  lease 
applications.  The  amount  of  coal  involved  is 
considerable.  As  of  October  1978,  there  were 
533  Federal  coal  leases  estimated  to  contain  17 
billion  tons  of  coal  and  172  preference  right 
lease  applications  which  cover  land  estimated  to 
contain  9.9  billion  tons  of  coal. 


NOTE:   Other  Alternatives. 
These  provisions  would  apply  under 
all  the  alternatives  except  the  no- 
leasing  alternative. PRLA  processing 
would  not  take  place. 


Because  the  United  States  cwns  a  large  percentage 
of  coal  in  the  United  States  (nearly  60  percent 
in  the  West)  and  because  demand  for  coal  is 
expected  to  increase  significantly,  Federal 
policies  toward  coal  and,  specifically,  toward 
existing  leases  and  preference  right  lease 
applications  will  have  a  significant  inpact 
on  energy  production  in  the  United  States. 
In  1977,  50  million  tons  of  coal  were  produced 
from  existing  leases.  The  Department  calculates, 
however,  from  data  chiefly  supplied  by  lessees 
themselves,  that  they  are  likely  to  produce 
360  million  tons  annually  from  Federal  leases 
by  1985.  The  Department  could  use  this  data 
in  setting  the  regional  leasing  targets  for 
coal  leasing,  taking  into  account  environ- 
mental, social,  and  economic  impacts  in  each 
region.  The  following  discussion  of  issues 
summarizes  the  matters  set  forth  in  depth 
in  the  memorandum  of  March  20,  1979,  from  the 
Director,  Office  of  Coal  Leasing,  Planning 
and  Coordination  to  the  Under  Secretary. 

The  proposed  coal  management  program  is  the  major 
program  for  conducting  the  Federal  lands  review 
identify  lands  unsuitable  for  coal  mining 
pursuant  to  section  522(b)  of  the  Surface  Mining 
Control  and  Reclamation  Act.  There  are,  however, 
certain  limitations  on  assessing  or  designating 
lands  involving  existing  leases  or  preference  right 
lease  applications  as  unsuitable  for  coal  mining. 
First,  under  many  criteria  even  if  the  criterion 
were  otherwise  applicable,  if  mining  operations 


NOTE:  The  unsuitability  criteria  were  dis- 
cussed earlier  in  this  decision  table. 
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were  being  conducted  on  an  existing  lease  on 
August  4,  1977,  the  lands  are  exempt  from  the 
criterion.  Second,  if  substantial  financial  and 
legal  commitments  had  been  made  to  a  mining 
operation  before  January  4,  1977,  those  lands 
are  also  exempt.  Finally,  under  other  criteria 
any  unsuitability  designation  may  not  prejudice 
valid  existing  rights.  The  merrorandum  of 
March  20,  1979,  discusses  the  issue  arising 
out  of  the  exemptions  from  the  application  of 
unsuitability  criteria  to  existing  leases  and 
preference  right  lease  applications. 

The  process  of  applying  these  criteria  is  also 
significant.  The  Director  of  the  Bureau  of 
Land  Management  has  instructed  Bureau  offices 
how  to  incorporate  the  criteria  into  existing 
and  future  land  use  plans.  Essentially,  the 
criteria  will  be  applied  to  all  coal  lands. 
Lands  in  existing  leases  and  preference  right 
lease  applications  will  be  checked  for 
exceptions  (that  is,  any  possible  alternative 
itdning  method  which  is  not  unsuitable  in  the 
particular  area,  or  any  methods  of  mitigating 
the  adverse  impact)  and  exemptions  (that  is, 
where  the  substantial  commitments  and  valid 
existing  rights  provisions  of  SMCEA  prohibit 
application  of  specific  criteria) .  Ml  of 
the  studies  conducted  for  unsuitability  will 
include  public  hearings  before  final 
assessments  are  adopted  as  part  of  a  land 
use  plan  or  environmental  analysis  on  a  mine 
plan. 


The  possibility  of  exchanging  coal  lands  and  leases 
to  shift  the  impacts  of  operations  from  unacceptable 
to  acceptable  lands  has  always  interested  the 
makers  of  Federal  coal  development  policy.  Two 
propositions  stand  out  in  this  area.  First,  the 
Department's  authority  to  exchange  coal  leases  is 
quite  limited.  Second,  the  Department,  consistent 
with  its  stance  on  S.  3189  in  the  95th  Congress, 
does  not  currently  intend  to  consummate  exchanges 
in  cases  where  the  unsuitability  criteria  or  other 
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provisions  of  the  Surface  .Mining  Control  and 
Reclamation  Act,  or  other  Federal  law,  lawfully 
apply  to  prevent  or  adequately  mitigate  the 
threatened  adverse  impacts. 

the  first  proposition  can  be  quickly  documented. 
To  start  with,  what  authority  the  Department  does 
have  is  entirely  voluntary;  the  Department  and 
the  lessee  or  preference  right  lease  applicant 
must  be  satisfied  by  the  terms  of  the  exchange. 
The  Department  does  not  have  condemnation 
authority,  nor  does  it  have  purchase  authority 
even  if  a  lessee  were  willing  to  relinquish  a 
lease  for  value.  Prior  to  the  Federal  Coal  Leasing 
Amendments  Act  of  1976,  the  Secretary  did  have 
the  authority  to  exchange  coal  leases,  but  that 
Act  repealed  that  authority.  The  Congress  re- 
established such  authority  in  section  510 (b) (5) 
of  the  Surface  Mining  Control  and  Reclamation 
Act,  only  for  a  limited  class  of  holders  of  coal 
leases  in  alluvial  valley  floors.  In  addition, 
the  Department  has  provided  by  regulation,  under 
its  general  authority  in  the  Mineral  Leasing 
Act,  that,  in  exchange  for  voluntary  re- 
linquishment of  a  coal  lease,  a  lessee  may 
receive  (1)  a  lease  for  certain  minerals  other 
than  coal,  (2)  bidding  rights  to  future  coal 
leases,  or  (3)  additions  to  other  existing  coal 
leases.  The  Department  is  not  now  seeking  to 
broaden  its  authorities  in  this  area,  but 
eventually  the  Department  may  reconsider  asking 
Congress  for  nev,  broader,  or  more  clarified 
coal  exchange  authority. 


Previous  Issue 

How  should  the  Department 

manage  non-producing  existing 

leases? 

1.  Review  all  non-producing 
leases  (regardless  of  pro- 
duction plans)  to  decide  if 
the  leases  could  be  operated 

in  an  environmentally  acceptable 
manner.  Use  appropriate  tools 
to  avoid  undesirable  development. 

(+)  Gives  the  Department  best 

estimate  of  how  much  coal  might 

be  produced  and  need  for  new 

leases. 

(-)  High  administrative  cost. 

(-)  May  process  some  leases 

that  would  not  be  developed. 

2.  *The  Department  would  await 
the  fulfillment  by  the  lessee 

of  the  legal  obligations  required 
to  initiate  mining  (submission 
of  a  mining  plan)  before  reviewing 
the  desirability  of  lease 
development.   (This  does  not 
preclude  evaluation  as  part  of 
the  normal  planning  process  if 
the  lease  is  situated  within  an 
area  undergoing  planning.)  The 
new  planning  requirements  and 
unsuitability  criteria  would  be 
applied  to  all  non-producing 
leases.  The  mine  plan  would  be 
be  reviewed  in  light  of  unsuit- 
ability criteria  to  determine 
which,  if  any,  apply.  If 
any  criterion  applies,  the 
specific  criterion  and  any 
exception  to  it  which  the 
conditions  permit  to  be  applied 
would  be  identified.  If  a 
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Option  1  

Option  2 • 

Other  Action 
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criterion  does  not  apply  and 
the  conditions  do  not  permit 
an  exception,  a  further  de- 
cision would  be  made  on 
whether  the  land  is  exempt 
from  the  criterion  because 
of  the  source  of  the  authority 
for  the  criterion. 

(+)  Maintains  consistency  with 

new  leasing  where  possible. 

(+)  Moderate  administrative 

costs. 

(-)  Uncertain  legal  environment. 

(-)  Does  not  resolve  planning 

uncertainty  surrounding  existing 

leases . 

(-)  High  cost  to  lessee. 


(Issue  Paper:   "Management  of 
Existing  Leases,"  June  23,  1978, 
and  "Land  Unsuitability  Criteria," 
Sept.  22,  1978) 


The  second  proposition  above,  that  exchanges  should 
not  be  consurtmated  where  mining  operations  on  lands 
in  the  lease  or  preference  right  lease  application 
can  be  lawfully  prevented  or  adequately  mitigated, 
states  present  Departmental  policy.  That  policy 
is  derived  from  three  principles.  First,  the 
existing  exchange  authority  should  not  be  exercised 
for  the  purpose  of  relieving  lessees  of  their 
diligent  development  obligations  under  the  lease. 
If  a  lessee  has  violated  the  diligent  development 
requirements  or  appears  not  to  have  made  any 
effort  toward  development,  the  lease  should 
expire  under  its  own  terms  or  be  cancelled 
rather  than  be  exchanged.  Second,  exchanges 
should  not  be  used  to  undermine  the  proper 
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implementation  of  the  environmental  and  reclamation 
standards  newly  established  by  and  under  the 
Surface  Mining  Control  and  Reclamation  Act. 
If  unsuitability  criteria  derived  from  section 
522(a)  of  that  Act  or  from  the  statutory  mining 
prohibitions  in  section  522(e)  of  that  Act  can 
lawfully  prevent  the  mining  of  a  certain  area 
or  prevent  mining  an  area  in  a  certain  manner, 
then  the  would-be  exchange  proponent  has  no 
property  right  to  mine  that  area  or  to  mine  it 
in  a  certain  manner  that  required  recognition 
or  "compensation"  through  an  exchange.   Third, 
if  mining  an  area  can  lawfully  be  prevented,  then 
there  must  be  deducted  from  the  value  of  the 
lease,  that  includes  that  area  for  purposes  of 
an  exchange,  any  value  that  would  have  been 
attributed  to  the  unsuitable  or  otherwise 
unmineable  acreage.  If  the  Department  used 
the  value  of  the  coal  the  lessee  could  not 
mine  in  finding  a  tract  of  equal  value  to 
lease  in  exchange,  the  Department  might  be 
giving  something  for  nothing,  exchanging  coal 
with  little  or  no  economic  value  for  coal  with 
substantial  economic  value.  These  three  points 
are  all  important  in  understanding  that  the 
exchange  concept  may  not  be  easily  converted 
into  a  viable  management  tool,  and  that  the 
Department  may  have  to  seek  Congressional 
clarification  or  resolution  of  these  issues 
before  exchanges  become  a  significant  component 
of  the  Federal  coal  management  program. 

The  Department  intends  vigorously  to  enforce 
the  diligence  provisions,  the  provisions  re- 
quiring diligent  development  and  continued 
operation,  applicable  to  existing  coal 
leases.  Such  an  effort  will  be  a  major  impetus 
toward  the  timely  development  of  the  Federal 
coal  reserves  already  under  lease.  Under 
the  regulations  promulgated  in  May  1976  that  apply 
to  existing  leases,  production  is  to  begin  by 
June  1,  19 86,  or  ten  years  after  lease  issuance, 
whichever  is  later.  In  order  to  be  ready  for  that 
date,  and  in  order  to  have  firm  diligence  en- 
forcement policies  for  the  interim,  the 
Department  is  examining  a  series  of  questions 


NOTE: 

Statement  of  Department  policy. 
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on  this  subject  to  determine  (1)  whether 
there  are  any  enforcement  actions  that  could 
or  should  be  taken  prior  to  1986  for  violations 
of  any  lease  terms  related  to  diligence,  and 
(2)  whether  there  are  any  limitations  in  the 
Mineral  leasing  Act  or  the  existing  leases 
themselves  that  might  in  any  way  limit  the 
complete  application  of  the  May  1976  regula- 
tions and  their  June  1,  1986,  production 
requirement  to  all  existing  leases. 

The  Federal  Coal  Leasing  Amendments  Act  of  1976 
(FCLAA)  generally  applies  only  to  leases 
issued  after  August  4,  1976.  The  diligence 
standards  for  new  leases  in  the  FCLAA  are  in 
many  ways  derived  from  the  Department's 
own  regulations  on  diligence  which  were 
published  in  May  1976;  so  the  Department's 
December  1976  regulations  to  implement 
the  FCLAA  contain  many  parallel  requirements 
for  leases  issued  after  the  FCLAA  was  passed 
on  August  4,  1976.  Each  lease  is  by  regu- 
lation automatically  a  logical  mining  unit 
(LMU) .  Production  in  commercial  quantities 
(2.5  percent  of  the  reserves  for  pre-FCLAA 
leases,  one  percent  of  the  reserves  for 
post-FCLAA  leases)  must  be  achieved  by  the  tenth 
lease  year.  The  lessee  must  also  continue 
operations  at  the  rate  of  one  percent  of  the 
reserves  per  year.  Finally,  upon  application 
by  the  lessee,  the  Department  may  consider 
private  lands  or  separate  Federal  leases  to 
be  part  of  a  logical  mining  unit.  Extensions 
in  the  period  for  achieving  production  or  suspension 
of  the  continued  operation  obligation  of  leases 
can  be  ordered  by  the  Secretary  to  accomodate 
events  not   within  the  control  of  the  lessee, 
including  strikes. 


Issue  Identification 


New  Issue: 

What  action  should  the  Department 
take  to  enforce  diligence  on 
existing  leases? 

1.  No  action  (Diligence  enforced 
in  1986  ) 

A.  make  no  changes  at  all 

B.  only  make  changes  to  assure 
consistent  lease  administration 
under  the  1976  regulations 

2.  Enforce  lease  terms  inmediately 

A.  across-the-board 

B.  selectively  (with  criteria  to 
be  determined) 


Negotiate  applicability  of  1976 
regulatory  requirements  through 
lease  modification 

across-the-board 

selectively  (with  criteria  to  be 

determined) 

in  conjunction  with  lease  term 

diligence  enforcement 


A. 
B. 


Follow-up  options  if  lease  not  revised 
after  negotiation 

D.  no  further  action — await  1986 

E.  selective  enforcement  of  lease  terms 

F.  treat  all  unrevised  leases  under 
lease  terms 

(For  pros  and  cons  see  Issue  Paper  14) 
(See  section  5.4.5  of  EIS) 


Secretarial  Action  and  Comments 


Option  ] 

A.  

B.  

Other  Action 


Option  2 

A.  

B. 


Other  Action 


Option  3 

A.  CDA 

B. 

C. 


(follow-up  to  option  3)" 
D. 
E.  _^cda~" 

F. " 

Other  Action 
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All  existing  leases  are  also  subject  to  re- 
adjustment every  20  years  after  their  issuance. 
In  addition  to  expressly  imposing  due  diligence 
requirenents  at  the  tine  of  readjustment,  the 
Department  will  also  raise  royalties  to  at 
least  12.5  percent  for  coal  mined  by  surface 
methods  and  eight  percent  for  coal  mined  by 
underground  methods.  Current  rates  are  as  low 
as  5  cents  per  ton  with  the  rates  of  10  cents 
to  15  cents  per  ton  being  fairly  common.  Prior 
to  the  enactment  of  the  FCLAA,  51  leases  had  had 
their  20-year  anniversary,  but  had  not  yet  been 
readjusted.  A  total  of  87  leases  are  presently 
subject  to  readjustment,  and  the  Department  is 
now  aggressively  moving  to  readjust  those 
leases  to  bring  them  into  conformity  with  its 
May  1976  regulations  and  the  FCLAA.  On  March 
16,  1979,  the  Under  Secretary  endorsed  the  policy 
of  systematically  readjusting  leases  which  are 
now  pending  readjustment  or  will  become  due 
for  readjustment  prior  to  June  1,  1979,  to  the 
prescribed  minimum  royalties,  rather  than 
attempting  to  establish  possibly  higher  royalties 
on  a  case-by-case  basis.  This  policy  was  adopted 
in  order  to  complete  the  backlog  of  readjustments 
promptly . 
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New  Issue: 

How  should  the  royalties  be 
determined  in  readjusting  leases? 
(For  pros  and  cons,  see  Issue  Paper 
13) 

1.  Readjust  each  lease  for  12  hi   royalty  for  surface 
mined  coal,  and  8%  royalty  for  underground  mined 
coal  subject  to  modification  as  low  as  5%  if  the 
lessee  can  demonstrate  to  the  satisfaction  of  the 
Department  that  an  8%  royalty  would  make  the  lease 
non-economic  except  where  the  royalty  in  the  existing 
lease  is  higher  than  12  ^%  in  the  case  of  surface  mines 
and  8%  in  the  case  of  underground  mines,  in  which  the 
royalty  should  be  continued  at  the  higher  level. 

2.  Establish  a  royalty  for  each 
readjustment  based  on  an  individual 
economic  analysis  for  each  lease. 


3. A.  Process  all  currently  pending  adjustments  under 
option  1,  reserving  the  right  to  readjust  the  royalty 
up  to  a  fixed  maximum  amount  in  five  years,  based  on 
an  individual  analysis.   Process  all  future  readjustments 
under  option  2 . 


Option  1 
Option  2 
Option  3 
A. 


Option  4 


Other  Action 


B.  Process  all  readjustments  in 
accordance  with  the  interim  policy, 
with  the  right  to  readjust  again   up 
to  a  fixed  amount  after  5  years. 


4.  Adopt  the  recommended  fixed- 
rate  approach  but  use  higher 
royalty  rates  (e.g.,  15  1/2%  and 
11%)  , 
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The  sale  and  sublease  of  existing  leases  presents 
a  potential  opportunity  for  the  Department  to 
impose  the  policies  and  requirements  discussed 
above  on  existing  leases.  Up  to  this  point, 
proposed  assignments  have  been  examined  only  to 
check  the  assignee's  qualifications  to  hold 
the  lease  or  to  determine  whether  the  assignor 
had  been  fully  complying  with  the  terms  of  the 
lease.  Partially  in  response  to  assertions  that 
there  is  an  undesirable  speculative  market  in 
the  resale  of  coal  leases,  the  Department  is 
examining  whether,  in  exercising  its  authority 
to  approve  assignments,  the  lease  may  be  re- 
adjusted by  the  express  imposition  of  due 
diligence  requirements,  consent  to  a  plan  of 
development,  or  other  stipulations.  A 
further  question  is  whether  the  proposed 
lease  assignment  should  be  referred  to  the 
Attorney  General  for  antitrust  review. 


Issue  Identification 


Secretarial  Action  and  Comments 


New  Issue: 

What  review  should  the  Deoartment 
conduct  when  considering  lease 
assignments? 

l.(a)  Require,  by  notice,  all  lessees 

who  received  their  leases  through 
assignments  in  the  last  five  years 
to  disclose  the  financial  terms 
of  the  assignment  within  90  days 
after  notification. 

(b)   Propose  to  adopt  a  regulation 

which  bars  approval  of  new  assign- 
ments unless  the  terms  of  the 
assignment  are  disclosed. 

2.  Convene  a  group  to  analyze  the  infor- 
mation received  on  assignments  to  determine 
whether  the  current  requirement  of  a  50 
percent  limitation  on  overriding  royalties 
should  be  changed. 

3 .  Issue  a  regulation  that  (1)  requires 
all  assignments  be  sent  to  the  Department 
of  Justice  for  review  and  (2)  prohibits 
approval  of  an  assignment  except  when  it 
meets  the  same  standards  for  lack  of  anti- 
competitive effect  as  the  Department  has 
for  competitive  leases. 

4.  (a)   Give  nonproducing  leases  on  which 

assignments  have  been  filed  for 
approval  the  highest  priority  for 
implementation  of  the  selected 
diligence  and  enforcement  option. 

(b)   Request  the  Department  of  Energy 
to  propose  a  regulation  that 
requires  all  assignees  to  submit 
a  definite  plan  for  meeting 
diligence  as  a  condition  for 
approval  of  the  assignment. 


1. (a)  Approve 

CDA 

Approve  with 
Modifications 

Disapprove 

Other  Action 

(b)  Approve 

CDA 

Approve  with 

Modifications 

Disapprove 





other  Action 

2 .  Approve 

CDA 

Approve  with 
Modifications 

Disapprove 

Other  Action 

3 .  Approve 

CDA 

Approve  with 
Modifications 

Disapprove 

Other  Action 

4.  (a)  Approve 

CDA 

Approve  with 
Modifications 

Disapprove 

Other  Action 

(b)  Approve 

CDA 

Approve  with 
Modifications 

Disapprove 

Other  Action 

(For  pros  and  cons  see  Issue  Paper  12) 
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Mast  of  the  program  requirements  and  policy  issues 
just  discussed  apply  to  both  existing  leases  and 
preference  right  lease  applications.  However,  a 
few  additional  points  should  be  made  with 
respect  to  preference  right  lease  applications. 
In  determining  whether  a  preference  right 
least  applicant  has  discovered  coal  in 
cortmercial  quantities  and  is  thus  entitled 
to  a  lease,  the  Department  must  take  into 
account  quantifiable  environmental  costs  and 
must  consider  what  stipulations  should  be 
imposed  to  mitigate  environmental  damage. 
(See  Natural  Resources  Defense  Council,  Inc. 
v.  Berklund,  appeal  pending.)  While  a 
preference  right  lease  applicant  has  a  valid 
existing  right  to  have  his  lease  application 
adjudicated  even  though  the  law  has  changed,  he 
does  not  necessarily  have  a  valid  existing  right 
to  mine,  as  the  term  is  used  in  applying  un- 
suitability  criteria.  It  is,  rather,  the  right 
to  have  his  application  fairly  acted  upon  by 
the  Department.  In  addition  to  considering 
the  provisions  of  the  National  Environmental 
Policy  Act,  the  Department  must,  when 
adjudicating  an  application,  also  consider 
the  provisions  of  the  Surface  Mining  Control 
and  Reclamation  Act  and  the  Federal  Coal 
Leasing  Amendments  Act. 


Issue  Identification 
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Previous  Issue: 

How  should  the  Department  manage 

preference  right  lease  applications 

(PRLAs)? 

1.  Continue  current  practice  (no  review 
for  consistency  with  land  use  plans  or 
unsuitability  criteria) . 

(+)  Least  administrative  burden. 
(+)  Avoids  possible  controversy. 
(-)  Could  result  in  mining  in 
areas  that  would  be  unsuitable 
under  new  coal  management  program. 
(-)  Postpones  desirability  question 
to  mining  plan  stage. 
(-)  Does  not  satisfy  President's 
Environmental  Message  request  to 
scrutinize  PRLAs. 

2.  Reprocess  PRLAs  in  light  of  land 
use  planning  and  unsuitability  criteria 
prior  to  engaging  in  ccmraercial  quantities 
determination . 

(+)  Would  develop  better  under- 
standing of  how  much  coal  would  be 
forthcoming  from  PRLAs. 

(+)  Meets  President's  request. 

(+)  Assures  consistent  review. 

(-)  Faces  probable  legal  challenge 
by  present  holders  of  applications. 

(-)  Adds  to  administrative  complexity 
of  coal  management  program. 

(-)  May  study  applicants  that  cannot 
make  snowing. 
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Option  1 
Option  2 
Option  3 


Other  Action 


CDA 


see   corrected  option  3 
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3.  Reprocess  PRLAs  and  determine 
commercial  quantities  simultaneously 
Review  each  application  to  decide 
whether  it  meets  current  pjaBfriiiy  and   CDA 
unsuitability  criteria.  Use  appropriate 
tools  to  avoid  undesirable  development. 

(+)  Meets  President's  request. 

(+)  By  combining  work  should  be  less 

costly  than  option  2. 

(-)  Offers  increased  chance  of 

timely  production. 

(-)  Open  to  possible  legal  challenges. 

(-)  Adds  to  administrative  complexity 

of  program. 
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(Issue  Paper,  "Management  of 
Preference  Right  lease  Applications , " 
June  23,  1978) 

New  Issue: 

In  what  fashion  should  PRLA 

be  integrated  with  the  preferred  coal 

management  program? 

1.  Process  independent  of  the  land  use 
planning  schedule.  Prioritize  by: 
a.  date  of  application 
need  for  coal 
environmental  impact  and 
data  availability 
according  to  applicant's 
stated  urgency  after  survey 
other?- 


b. 
c. 


d. 


Option  1  

Option  2 

(_sJL_  years)" 

Option  3  

( years) 

Other  Action 


2.  Process  in  the  cycle  of  ongoing 
land  use  plans  unless  the  PRLA  would 
not  complete  processing  in    years; 
then  process  according  to  the  above 
priority  basis.  After  passing  through 
planning,  process  independent  of  normal 
leasing  process. 


109 


federal  Coal  Management  Program  Description 


Issue  Identification 


Secretarial  Action  and  Comments 


A  PRLA  abjudication  problem  occurs  because  coal 
prospecting  permits  could  be  issued  onlv  on 
lands  which  are  unclaimed  and  undeveloped. 
Some  study  has  been  done  by  the  Bureau  of  land 
Management  indicating  that  the  land  in  some 
of  the  preference  right  lease  applications  is 
covered  by  mining  locations.  Thus,  these 
conflicts  will  have  to  be  eliminated;  the 
procedures  for  the  resolution  of  these 
conflicts  have  yet  to  be  fully  defined. 

Another  issue  in  the  adjudication  of  the 
pending  applications  concerns  the  proper 
royalty  rate  to  be  charged  on  leases  issued 
to  preference  right  lease  applicants. 
Section  7  of  the  Mineral  Leasing  Act  sets 
a  minimum  royalty,  but  not  a  maximum. 
Thus,  the  royalty  rate  can  apparently  be 
varied  to  capture  the  fair  market  value  of 
the  coal  and  prevent  a  lessee  from 
garnering  undue  profits.  At  the  same  time, 
however,  the  royalty  rate  in  many  private 
leases  that  can  only  be  developed  in  con- 
junction with  Federal  lands  is  tied  to 
that  of  the  adjoining  Federal  leases. 
Therefore,  a  boost  in  the  Federal  rate 
may  well  boost  the  private  rate  on 
significant  quantities  of  coal. 


3.  As  for  2,  but  after  processing  through 
land  use  plan,  continue  to  process  in 
phase  with  the  activity  planning  process 

(For  discussion  of  pros  and  cons  see 
Issue  Paper  11.) 


Note:   These  two  issues  will  be  con- 
sidered during  the  follow-up  studies 
and  presented  to  the  Secretary  if 
decisions  are  needed. 
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Finally,  the  due  diligence  requirements  of 
the  December  1976  regulations  implementing  the 
Federal  Coal  Leasing  Amendments  Act  will  be 
imposed  on  every  new  lease  issued  to  preference 
right  applicants.   While  the  preference  right 
applicant  may  have  the  right  to  a  lease,  he  is 
not  entitled  to  any  particular  terms  that 
he  may  specify,  but  rather  those  required  by 
law  and  policy  in  effect  at  the  time  of  lease 
adjudication  and  issuance. 


Program  Concurrence.   Except 
where  otherwise  noted,  the 
Department  shall  be  guided 
by  the  procedures  and  policies 
set  out  in  the  section  "Admin- 
istration of  Existing  Leases 
and  PRLA' s" . 


Approve  

Approve  with 
Modifications 

Disapprove   

Other  Action 
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SPECIAL  START-UP  CONSIDERATIONS 


The  preferred  program  would  be  a  major  effort  for 
the  Department.     The  administrative   tasks  would 
proceed  all   the  way  through  postmining  land   use 
monitoring.     The  program  would   touch  on  a  myriad 
of  other  Federal  and  State  programs  with  a  degree 
of  interrelationship  varying   from  slight  to  mutual 
dependence.     To  put  such  a  program  in  place  with- 
out causing  severe  disruptions  either  to  the  man- 
agement of  Federal   coal   resources  or  to  other 
important  programs  requires  careful  and  prudent 
planning.     This  section  presents  the  major  con- 
siderations that  will  control   the   start-up  of  the 
Federal  coal  management  program  if  the  preferred 
program   is  selected.   Assuming  that  the  decision 
is  reached   that  a  new  Federal  coal  management 
program  is  needed,  a  program  substantially  similar 
to  the  preferred  program  described   in  this  column 
is  chosen;   and  third,  a  determination   is  made  that 
lease  sales  should  be  held   in  one  or  more  regions 
during  1980  of  1981   (see  Volume  II),   the  new  pro- 
gram would  be  established  and   integrated   into  exist- 
ing programs,  most  notably  the  land  use  planning 
process,   as  follows: 


Note:      See  BLM  budgetary  forecasts   included    in 
supplementary  material. 


Much  of   the  general   resource   inventory  and 
lard  use  planning  required   under  the  pro- 
cedures described   in  this  column  would 
be  adopted   from  work  already  completed 
or  work  that  is  underway. 

In  all  areas   for  which  plans  have  never 
been  prepared,   the   inventory  process,   the 
first  step  in  land   use  planning  ,  would 
begin  under  the   normal   scheduling   for  BLM. 
It  is  estimated   that  about  15  percent  of 
the  coal   areas  are   in  this  class.     The  pro- 
posed BLM  planning   regulations  would  be 
applied    to  these  areas.  Planning  areas  would 
be  selected   for   inventorying  based  on  the 
anticipated   need   for  the  leasing  of  coal   in 
the  particular  areas  or  on  other  high  re- 
source demands. 


Ill 
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In  certain  priority  areas  for  which  land  use 
plans  have  been  completed ,  the  land  use 
decisions  would  be  reexamined  on  areas  iden- 
tified in  the  existing  plans  as  appropriate 
for  coal  development.  This  reexamination  would 
be  in  the  form  of  application  to  these  areas 
of  the  unsuitability  criteria  that  are 
selected  by  the  Secretary  as  a  result  of 
his  decision  on  the  program .  Also ,  if  surface 
owner  consultation  had  not  taken  place  earlier, 
this  step  would  be  taken .  Those  areas  which 
remain  acceptable  for  further  consideration 
for  leasing  after  application  of  the  criteria 
ard  consultation  with  qualified  surface  owners 
would,  following  opportunity  for  public  comment, 
be  identified  in  a  published  supplement  to 
the  existing  plan .  The  areas  would  then  be 
entered  in  the  activity  planning  process 
and  could  be  considered  for  lease  sale. 
A  call  for  industry  expressions  of  leasing 
interest  in  the  areas  identified  in  the  supplement 
as  acceptable  for  leasing  would  be  the  first 
step  taken  in  activity  planning  after  publication 
of  the  supplement. 


New  Issue 

How  should  the  Department  phase  together  the  new 
land  use  planning  and  coal  management  programs? 


1.   After  1984  coal  activity  planning  will  not 
be  initiated  on  any  BLH  lands  subject  to  BLM 
land  use  plans  unless  those  lands  are  covered 
by  a  resource  management  plan. 


2.   Management  framework  plans,  as  supplemented,  will  be 
reviewed  in  accordance  with  criteria  placed  in  the 
coal  management  regulations  to  determine  the  plans' 
adequacy  to  serve  as  bases  for  coal  activity  planning 
until  1985. 

(For  Pros  and  Cons  see  Issue  Paper  19) 
(See  Section  5.4.10  of  EIS) 
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Approve_ 


Approve  with 
mod  if ications_ 

Disapprove 

Defer 


Approve__   _  _<^PA 
Approve  with 

mod  ifications 

Disapprove 

Defer 


The   Department  would   use   land  use  plans 
supplemented   as   necessary  until   new  plans  could 
be  prepared   under  final  BLM  planning   regulations. 

The   first  lease  sales  may  not  be  conducted   in  all 
regions   for  which  regional   leasing   targets  might 
suggest  leasing   is  needed  and  may  be   insuffi- 
cient to  fully  meet  the   targets  for  the   regions 
in  which   they  are  held. 


Notice  of   intent  to  rank  tracts  would  be   issued 
immediately  prior  to  initiation  of  ranking. 

The   first  regional   lease  sale  environmental 
impact   statements  would   likely  address  a 
two-year ,  rather  than  a  four-year ,   lease 
sale  schedule. 


Federal  Coal  Management  Program  Description 


Issue  Identification 


Secretarial  Action  and  Comments 


o     The  regional  targets,    if  any,   for  the   first 
sales  would  be  selected  by  the  Secretary  after 
reviewing   the  analysis  in,  and  comments  on, 
the   final  programmatic  environmental   impact 
statement  and  after  consulting  with  the  State 
Governors  and  with  the  Secretary  of  the  Depart- 
ment of  Energy. 

A  lease  sale  schedule  could  be  prepared   for  1981  under 
these  start-up  considerations.     Subsequent  schedules 
would  be  prepared  substantially  as  set  out  in  the  pre- 
ferred program.     However,   land  use  plans  prepared  wholly 
under  the  proposed  BLM  planning  regulations  would  not 
begin   to  appear  in  the  process  until  1984  or  1985.     It 
might  be  several  more  years  before  a  sufficient  number 
of  new  land  use  plans  are  prepared  to  identify  enough 
areas  acceptable   for  further  consideration  for  leasing 
to  permit  coal   leasing  decisions  to  be  based  entirely 
on  land  use  plans  which  fully  conform  with  the  proposed 
planning  regulations. 


OTHER  ASPECTS  OF  THE  PROGRAM 
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Program  Concurrence. 

Except  where  otherwise  noted ,   the  Department 

shall  be  guided  by  the  procedures  and  policies 

set  out  in  the  section  "Special  Start-up 
Considerations." 


Approve 
Approve  with 
modification 

Disapprove  

Other  Action 


Two  other  aspects  of   the  program  to  be  considered  by 
the  Secretary  are  maximum  economic  recovery  and  end 
use  controls. 

Maximum  Economic  Recovery.      In  Section  3  of  the 
Federal  Coal  Leasing  Amendments  Act   ( FCLAA) ,   the 
Congress   introduced   the  concept  of  Maximum  Economic 
Recovery  (MER).     The  Congress  has  indicated   that  MER 
is  of  considerable   importance  and  should  be   treated 
in  a  consistent  and   formal  manner.     The  statute  re- 
quires MER  to  be  considered   at  two  stages — lease 
and  mine  plan  approval.     Specifically,   FCLAA  requires 
that:   "Prior  to  issuance  of  a  lease,   the  Secretary 
shall  evaluate  and  compare  the  effects  of  recover- 
ing coal  by  deep  mining ,  by  surface  mining ,  and  by 
other  methods   to  determine  which  method  or  methods 
or  sequence  of  methods  achieves  the  maximum  economic 
recovery  of  the  coal  within  the  proposed  leasing 
tract.     This  evaluation  and  comparison  by  the  Secretary 
shall  be   in  writing  but  shall  not  prohibit  the   issuance 
of  a  lease;   however,  no  mining  operating  plan  shall 


New  Issue 

(Reconsideration  of  earlier  MER  decision 

in  prior   issue)     How  should  Maximum  Economic 

Recovery  be  calculated? 

1.  Lease  on   the  basis  of  average  cost  equal 
average  revenue . 

2.  Lease  en  the  basis  of  social  marginal  cost 
equals  social  marginal   revenue  where  definite 
benefits  will  be  gained. 

3.  Lease  on   the  basis  of  marginal  cost  equals 
marginal   revenue.    (See  EIS,   Section  5.4.6) 


Option  1 

Option  2~J_ 

Option  3_  cpa 

Other  Acticn_  Adopt  L&W 

recommendation  on  process. 
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be  approved  which   is  not  found   to  achieve  the  maximum 
economic   recovery  of   the  coal  within  the   tract." 

Under  the  preferred  program  MER  would  have  been 
calculated   so  as   to  require  that  all  coal   seams 
which  are  collectively  profitable  be  mined , 
taking   into  consideration  social  and  environmental 
costs.     For  any  scale  of  development   (annual  pro- 
duction rate) ,   this  definition  would   tend   to 
minimize  the  area  disturbed   from  surface  mining; 
deeper  seams  would  be  substituted   for  the  broaden- 
ing of  areas  of  operation. 

An   interagency  task  force  has  derived  methods   for 
determining  MER  in  accordance  with  the  preferred 
option  and  at  least  two  other  alternatives.     At 
the  request  of   the  Council  of  Economic  Advisers, 
the   task  force  has  conducted  an  economic  analysis 
of  the  alternatives  to  determine  their  cost  of 
administration  and   their  effects  en  individual 
lessees  and  the  overall  coal  market.     These  are 
discussed   in  an   issue  paper  and   included   in  the 
supplemental  material   for  this  Document. 

End-Use  Considerations.     Another  issue  considered  by 
the  Secretary  was  whether  the  Department  should  con- 
dition new  coal   leases  with  stipulations  which 
specify  how,  where,  or  by  whom  coal  would  be  consumed. 
The  goals  of  such  restrictions  would  be   to: 

o     More  actively  control   the  location  and 
extent  of  environmental  degradation. 

o    Promote   the  entry  of  economically  and   socially 
disadvantaged  groups   into  the  coal   industry. 

o     Allow  more  active   integration  of   Federal  actions 
with  State  and   local  government  planning,   and 
otherwise  control   socioeconomic   impacts. 


6/2/79 


Previous  Issue 

Should   stipulations  on   the  end  uses  for  the 

coal  be  part  of  the  process? 

1 .  Use  stipulations  to  restrict  technology 
or  location  of  final  use  permitted  for  coal 
mined   from  Federal   tracts. 

(+)  Gives  program  additional  means   to  mitigate 
social/ fiscal/environmental   impacts. 
(-)   Legal  basis  has  not  been  adequately  re- 
searched . 
(-}  Greater  administrative  burden. 


Option  1  

Option  2_  _"  ' 

Option  3 

Other  Ac t icn~CDA      "Q~ "further 
action,   uses  should  not  be 
part  of  process 


o     Encourage  new  energy  technologies. 
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Coal   leases  have  not  in  the  past  limited  how  lessees  could 
dispose  of  mined  coal.     A  lessee  can  sell   the  coal   for  a 
minemouth  power  plant,   ship  coal  short  or  long  distances, 
or  use   the  coal   for  gasification.   Specifying   the  end-use 
of  coal   from  new  leases  could  give  the  Department  greater 
control  over  the  environmental  and  economic  effects  of 
mining  and  could  be  used   to  encourage  new  technologies. 
There   is,   however,  a  very  real  possibility  erri  use 
conditions  could   infringe  upon  other  agencies'    responsi- 
bilities,  such  as  State  regulation  of  power  plant  siting 
and  the  Environmental  Protection  Agency's  Clean  Air 
Act  regulations.     In  addition,   the  Department's  legal 
authority  to  regulate  end-uses   is  unclear. 

Options  for  resolution  of  this  issue  ranged   frcm  not 
adopting  end-use  stipulations   (except  as  mandated   in  the 
FCLAA  for  public  bodies  and  as  required  for  railroads  in 
the  Mineral  Leasing  Act  of  1920)   to  an  active  policy  of 
conditioning  leases   to  meet  all  the  goals  specified 
above. 


2.  Use  end-use   stipulations  only  in  support  of 
special  opportunity  bidding  programs. 

(+)  Strengthens  statutorily  required  program 
without  extending   into  new  areas  of  regulation. 
(-)   Legal   basis  has  not  been  adequately  researched. 

3.  *Defer  for  further  study. 

(+)  Allows   for  more  study  needed  of  this  question. 
(-)  Posses  some  risk  to  programmatic  EIS 

(Issue  Paper:    "Leasing   for  Limited  End  Uses", 

June  23,   1978) 

(See  also  section  5.4.3  of  EIS) 
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Notes  on  additional  language  selected  by  the  Secretary  during  his 
decisions  on  the  Federal  coal  management  program,  June  1-2,  1979. 

1.  Change  exception  to  unsuitability  criterion  9  (p. 48)  (Federal  T&E 
species)  to  read: 

A  lease  may  be  issued  and  mining  operations  approved  if, 
after  consultation  with  the  Fish  and  Wildlife  Service, 
the  Service  determines  that  the  proposed  activity  is  not 
likely  to  jeopardize  the  continued  existence  of  the  listed 
species  and/or  its  critical  habitat. 

2.  Procedural  guidelines  for  maximum  economic  recovery  (p. 112). 

The  prelease  determination  of  seams  to  be  mined  would  be  specified 
in  the  lease  sale  notice  but  not  in  the  lease.  This  would  provide 
potential  bidders  with  an  indication  of  Interior's  judgment  as  to 
MER  on  the  data  then  available  without  making  this  preliminary 
determination  formal  by  inserting  it  as  a  lease  term.  The  prelease 
MER  determination  would  be  subject  to  revision  at  the  time  of  mine 
plan  approval  if  more  detailed  market  and  geological  information 
would  become  available  showing  that  the  configuration  of  seams, 
actual  mining  costs  or  revenues  were  significantly  different  than 
those  used  previously  to  make  the  preliminary  MER  determination. 

2.  For  options  C  under  the  emergency  lease  sale,  adopt  the  following 
language  ( p. 96 ) . 

Do  not  stipulate  production  rates  for  an  emergency  lease;  rather, 
decline  to  issue  further  emergency  leases  involving  a  mine  that 
has  received  an  emergency  leases  over  the  period  for  which  reserves 
were  issued  under  that  lease  or  until  activity  planning  is  completed, 
whichever  is  earlier. 
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LANDS  UNSUITABILITY  CRITERIA 

The  proposal  to  use  unsuitability  criteria  to  screen  out 
Federal  lands  which  are  not  acceptable  for  further 
consideration  for  leasing  is  the  principal  new  feature  of 
the  preferred  Federal  coal  management  program.   Not 
surprisingly,  interest  from  both  within  and  without  the 
Department  has  centered  on  the  proposal  ever  since  it 
was  selected  as  part  of  the  package  of  preferred  program 
elements. 

The  concept  of  unsuitability  criteria  as  a  uniform, 
consistent  means  for  the  Secretary  to  conduct  the  Federal 
land  review  required  by  Section  522  of  the  Surface  Mining 
Control  and  Reclamation  Act  was  developed  by  a  task  force 
led  by  the  Assistant  Secretary  -  Land  and  Water  Resources. 
The  first  drafting  and  field  testing  of  criteria  were 
accomplished  between  November  1977  and  May  1978  by  this 
inter-bureau  task  force.   The  unsuitability  concept  was 
chosen  for  the  preferred  program  in  the  Secretarial  Issue 
Document  dated  July  28,  1978.   Preferred  unsuitability 
criteria,  together  with  procedures  for  their  application, 
were  adopted  by  the  Under  Secretary  after  intense  debate 
among  the  Assistant  Secretaries  on  September  28  and 
November  3,  1978.   These  criteria  and  procedures  are 
included  in  the  coal  management  program's  final  environ- 
mental impact  statement  and  proposed  rulemaking. 

Because  of  the  newness  of  the  criteria  and  the  great 
effort  the  Department  has  devoted  to  their  development, 
it  was  felt  that  the  previous  preferences  expressed  by 
the  Secretary  and  Under  Secretry   should  be  reviewed 
at  length  before  the  final  decisions  on  the  unsuitability 
criteria  concept,  the  criteria,  and  the  procedures  for 
their  application  are  made.   This  paper  provides  the 
results  of  that  review.   The  paper  presents  and  comments 
on  individual  criteria  and  will  propose  recommended 
final  wording  for  each  based  on  the  recommendations  of 
the  Office  of  Coal  Leasing,  Planning,  and  Coordination 
(OCLPC) .   It  also  contains  OCLPC  suggestions  for  proce- 
dures for  application  of  the  criteria. 


The  OCLPC  recommendations  are  based  on  the  following 
efforts  of  the  Department  in  developing  and  studying 
the  criteria: 

1.  Results  of  field  tests  in  ten  field  test  areas, 
Oklahoma,  Alabama,  and  the  Wattis  Unit  of  the  Forest 
Service. 

2.  Recommendations  of  the  Bureau  of  Land  Management  to 
the  Director,  OCLPC. 

3.  Report  of  the  interagency  task  force  on  data  require- 
ments of  the  preferred  coal  management  program  led  by  the 
Office  of  Policy  Analysis. 

4.  Economic  analysis  of  the  impact  of  the  criteria 
prepared  at  the  request  of  the  Council  of  Economic 
Advisors  by  analysts  from  the  Bureau  of  Land  Management 
and  the  U.S.  Fish  and  Wildlife  Service. 

5.  Comments  received  as  a  result  of  publication  of  the 
criteria  and  procedures  in  the  draft  and  final  program- 
matic environmental  impact  statements  and  the  proposed 
regulations. 

Each  of  these  source  documents  has  been  summarized  here 
and  is  included  with  the  package  of  supplemental  decision 
material . 

General  Background 

The  unsuitability  criteria  are  a  means  of  ensuring 
that  Federal  coal  management  will  proceed  in 
an  environmentally  acceptable  manner. 

The  24  preferred  unsuitability  criteria  can  be  divided 
into  four  categories:   those  which  are  required  under 
Section  522  of  SMCRA  (e.g.,  Federal  land  system,  buffer 
zones  along  rights-of-way  and  adjacent  to  communities  and 
buildings,  and  reclaimability  criteria) ,  those  which  are 
discretionary  under  Section  522  (e.g.,  land  used  for 
scientific  studies,  municipal  watersheds,  and  floodplains 
criteria) ;  those  which  embody  requirements  under  other 
statutes  which  the  Department  proposes  to  enforce  through 
the  application  of  unsuitability  criteria  (e.g.,  federally 


listed  endangered  species  and  bald  and  golden  eagle 
criteria) ;  and  those  which  are  not  required  by  statute 
but  which  the  Department  proposes  to  apply  in  its  discre- 
tion as  good  public  policy  (e.g.,  scenic  areas,  state 
resident  fish  and  wildlife,  state  lands  unsuitable,  and 
state  proposed  criteria) .   In  short,  some  of  the  criteria 
involve  interpretation  of  legal  requirements  within 
circumscribed  limits;  others  represent  an  attempt  to  set 
broader  limits  on  field-level  resource  management  judg- 
ments that  have  previously  been  entirely  discretionary. 
Each  criterion  in  all  four  categories  of  criteria, 
including  the  two  discretionary  categories,  would  be 
fully  applied  during  land  use  planning;  the  responsible 
official  would  not  have  the  discretion  to  refrain  from 
applying  any  criterion.   The  only  remaining  discretion, 
either  permitted  by  law  in  the  required  criteria  or 
inherent  in  the  discretionary  criteria,  is  incorporated 
in  the  exceptions  and  the  decision  whether  to  apply  an 
exception.   The  combination  of,  first,  taking  issues  that 
have  been  considered  within  varying  degrees  of  specificity 
at  various  stages  of  Federal  coal  management  and  requiring 
that  they  receive  some  attention  at  the  earliest  stages 
of  planning,  and,  second,  providing  that  attention 
through  a  process  that  requires  site-specific,  for-the- 
record  determinations  of  the  applicability  of  those 
criteria  could  have  two  beneficial  results.   It  would 
make  all  land  use  planning  decisions  more  sensitive 
to  the  resource  values  covered  by  the  unsuitability 
criteria  and  would  permit  a  level  of  public  review  and 
accountability  not  previously  associated  with  that  kind 
of  field-level  decision. 

The  unsuitability  criteria  would,  in  some  form,  be 
applied  to  all  new  leases,  including  emergency  leases  and 
preference  right  lease  applications.   The  criteria  would 
be  applied  directly  to  the  tract  areas  for  emergency  and 
preference  right  lease  applications.   For  all  other  new 
leases,  the  procedures  set  forth  below  would  be  followed. 

The  proposal  to  apply  unsuitability  criteria  at  the  land 
use  planning  stage,  as  well  as  the  post-leasing  mine  plan 
stage,  was  based  on  both  public  policy  and  economic 
considerations.   By  this  policy  preference,  the  Secretary 
hoped  to  avoid  the  unfortunate  and  possibly  frequent 
occurrence  of  the  following  scenario:   the  Federal 
government  expends  considerable  sums  of  money  on  a 


site-specific  analysis  for  lease  sale  preparation;  a 
mining  company  also  incurs  large  expenditures  to  deter- 
mine whether  it  wishes  to  bid  on  the  tract  and  (if 
successful  in  purchasing  the  lease)  to  prepare  a  mine 
plan;  application  of  the  criteria  at  the  time  of  mine 
plan  submission  may  suddenly  make  the  foregoing  tract 
unmineable  or  require  the  insertion  of  so  many  stipula- 
tions in  the  mine  plan  or  mining  permit  as  to  make  mining 
of  the  tract  uneconomical.   This  scenario  could  be  almost 
entirely  avoided  by  the  application  of  criteria  first  in 
the  land  use  planning  process.   Although  the  criteria 
would  be  applied  again  at  the  mine  plan  stage,  the 
application  of  most  of  them  in  the  land  use  planning 
process  could  be  done  with  a  degree  of  certainty  which 
makes  any  changes  as  a  result  of  the  second  application 
unlikely.   However,  certain  criteria,  most  notably  the 
reclaimability  and  alluvial  valley  floor  criteria,  would 
require  so  much  costly,  site-specific  data--data  which 
would  not  be  collected  until  after  the  land  use  planning 
is  finished  (in  activity  planning  or  prior  to  submission 
of  the  mine  plan) — that  the  application  of  them  in  the 
land  use  planning  process  could  only  serve  to  screen  out 
the  most  obvious  areas.   In  the  case  of  these  few  criteria, 
there  would  remain  an  unavoidable  possibility  that 
significant  changes  could  occur  when  the  criteria  would 
be  applied  again  after  the  lease  has  been  issued  at  the 
time  of  mine  plan  submission.   Note  also  that  there  are 
other  potential  criteria  that  might  be  applied  at  the 
mine  plan  stage  but  not  earlier,  most  specifically 
criteria  related  to  geologic  hazards. 

Section  522(b)  of  SMCRA  mandates  the  Secretary  of  the 
Interior  to  review  all  Federal  lands  for  unsuitability 
and  it  allows  citizens  to  petition  for  and  against 
designation  of  lands  as  unsuitable.   Consequently,  under 
SMCRA,  the  Department  must  have  procedures  to  apply 
unsuitability  criteria  both  as  part  of  a  comprehensive 
Federal  lands  review  and  as  part  of  a  petition  process. 

Section  522(b)  requires  the  Secretary  to  review  all 
Federal  lands  even  though  many  local  areas  are  under  the 
land  managing  jurisdiction  of  another  agency,  principally 
the  Forest  Service  or  the  Corps  of  Engineers.   By  express- 
ing a  preference  for  the  application  of  the  unsuitability 
criteria  to  Federal  lands  in  the  land  use  planning  conducted 


by  each  Federal  surface  management  agency,  the  Department 
has  proposed  a  course  for  the  Federal  lands  review  that 
would  allow  other  surface  management  agencies  to  enter 
into  cooperative  agreements  with  the  Department  to  carry 
out  the  Federal  lands  review  on  lands  they  administer 
just  as  the  Bureau  of  Land  Management  will  on  land  it 
administers.   For  any  agency  that  does  not  have  the 
resources  to  accomplish  such  a  review  for  lands  under  its 
jurisdiction,  the  Secretary  would  remain  obligated  to 
conduct  a  review  on  those  lands. 

Unsuitability  criteria  partly  replace  some  multiple  use 
tradeoffs.   It  should  result  in  increased  efficiency  in  the 
Department  coal  management  budget.   Legislation  of  recent 
years  clearly  has  imposed  major  new  costs  for  environmental 
planning  on  Federal  coal  management.   If  the  standard 
methods  were  applied,  planning  leading  to  identification 
of  those  lands  that  should  be  leased  would  be  carried  out 
through  resource  tradeoffs.   Fairly  intensive  data  are 
needed  to  do  this  job  properly.   The  unsuitability 
criteria,  on  the  other  hand,  require  only  resource 
identification.   The  data  needed  for  resource  identifica- 
tion are  much  simpler.   Where  more  intensive  data  are 
needed  for  an  unsuitability  determination,  as  is  the  case 
for  many  of  the  exceptions,  the  land  use  manager  can  wait 
until  the  area  over  which  it  must  be  applied  is  reviewed. 
That  the  criteria  are  indeed  inexpensive  to  apply  is 
borne  out  by  the  results  of  the  Department's  data  task 
force.   This  task  force  estimates  the  additional 
cost  of  application  of  the  criteria  during  planning  at  about 
$100,000  per  2  million  acres.   Multiple  use  planning  data  is 
on  the  order  of  $1  million  to  $2  million  to  cover  a 
similar  area  and  is  most  expensive  where  coal  resources 
must  be  managed. 

The  unsuitability  criteria  process  is  only  possible 
because  of  the  existence  of  vast  amounts  of  Federal  coal. 
Because  of  these  vast  amounts  of  coal  there  are  only 
small  differences  in  development  potential  between  a 
large  number  of  potential  mine  sites.   Though  the  value 
of  any  particular  mine  site  is  obviously  great,  the 
difference  between  the  values  of  different  sites  is  the 
key  concern.   Clearly  the  Department  must  remain  vigilant 
to  the  possibility  of  screening  out  unique  coal  sites.   This 
vigilance  will  be  maintained  through  the  use  of  the  coal 


impact  assessment  required  by  SMCRA.   Also,  all  concerned 
with  Federal  coal  management  should  be  aware  that  at  some 
time  in  the  future  the  Federal  coal  resource  may  be 
developed  to  such  an  extent  that  assuming  vast  amounts  of 
Federal  coal  would  no  longer  be  valid,  and,  at  that  point 
(which  our  economic  studies  indicate  would  occur  when 
from  30%  to  50%  of  the  coal  reserves  have  been  leased) , 
different  approaches  to  coal  management  would  be  needed. 

One  other  concept  basic  to  the  use  of  unsuitability 
criteria  should  be  emphasized  before  discussing  the 
general  conclusions  of  the  unsuitability  studies  and  the 
final  decision  options.   For  22  of  the  24  criteria,  lands 
would  be  assessed  to  be  unsuitable  only  where  the  data 
were  sufficient  to  allow  this  assessment  to  be  made 
with  reasonable  certainty.   For  the  other  two,  the 
alluvial  valley  floor  and  reclamation,  the  same  standard 
would  hold,  but  the  Department  would  not,  because  of 
the  costs  involved,  actively  seek  the  detailed  data  to 
ensure  a  determination  at  the  general  land  use  planning 
stage  or  even  before  lease  sale.   It  would  collect  data 
to  the  limits  of  the  resources  and  manpower  available. 
In  effect,  the  Department  is  telling  potential  lessees 
that  the  risk  of  uncovering  environmental  conflicts  after 
the  Federal  coal  is  leased  and  the  mine  plan  is  underway 
has  been  reduced  by  the  Department.   This  should  increase 
the  value  of  the  coal  sold.   The  final  determination  on 
whether  conflicts  exist  and  what  steps  are  needed  to 
mitigate  them,  however,  still  remains  at  the  mine  plan 
approval . 

Overview  of  Unsuitability  Studies 

The  BLM  conducted  field  tests  of  the  preferred  unsuita- 
bility criteria  during  the  first  four  months  of  this 
year.   These  tests  were  undertaken  in  selected  areas  of 
high  coal  development  interest.   The  application  of 
draft  criteria  also  put  the  Bureau  in  a  position  to 
respond  to  a  need  for  1980  leasing  if  such  a  need  is 
identified  in  the  decisions  to  be  made  in  volume  II  of 
this  Secretarial  Issue  Document.  Subsequent  to  these 
field  tests,  the  BLM  held  a  workshop  in  Denver  for  the 
six  State  Offices  that  participated  in  the  tests  to 
review  the  test  results  and  to  recommend  changes  in  the 
criteria  or  their  application  procedures.   The  results  of 
this  workshop  and  the  recommendations  of  Washington-level 
Bureau  offices  were  combined. 


a) .   BLM  Field  Tests  of  the  Criteria 

The  twenty-four  criteria  published  in  the  coal  programmatic 
EIS  were  field  tested  under  operational  conditions  by  BLM 
in  10  areas.   These  field  tests  were  conducted  on  portions 
of  Management  Framework  Plans  in  six  coal  bearing  states. 
The  following  table  contains  the  results  of  these  tests. 

Field  Tests  of  Unsuitability  Criteria, 
with  Exceptions,  on  Portions  of  10  BLM 
Management  Framework  Plans 

ACRES  AVERAGE  RANGE 

Total  Affected  Acres  5,081  76-  35,709 

Total  Study  Area  Acres  55,176  2,068-167,384 
%  Area  Affected  8.0        0.16-21.4 

COAL  TONNAGE 

Total  Affected  (xlO3)  3  51,204  3,050-  344,398 
Total  Federal  Coal  (xlO  )  1,035,604  33,343-5,600,000 
%  Tons  Affected  7.9         2.0-21.4 

Generally,  application  of  the  criteria  did  not  result  in 
wholesale  elimination  of  large  acreages  of  coal  bearing 
lands  or  tonnages  of  coal.   There  was  concern,  however, 
that  many  of  the  lands  found  acceptable  will  require 
additional  inventories  and  analysis  before  final  leasing 
decisions  can  be  reached.   If  a  decision  to  proceed  with 
leasing  in  1981  is  made,  these  areas  would  be  the  areas 
considered  after  the  addition  of  any  data  collected 
since  the  conclusion  of  the  field  tests  and  of  changes  to 
recognize  the  final  criteria  selection. 

It  was  concluded  by  the  Director,  BLM,  that  use  of  the 
unsuitablity  criteria  will  facilitate  responsible  and 
effective  land  use  planning  that  accommodates  coal  mining 
and  other  resource  uses.   Concern  was  raised  by  the  BLM 
that  the  pattern  of  land  that  is  found  acceptable  (i.e., 
available  for  further  consideration)  may  not  fit  the 
requirements  for  logical  mining  units,  so  that  in  reality 
the  acreage  and  tonnage  of  coal  excluded  may  be  larger 
than  that  found  in  the  field  tests.   Based  on  the  results 
of  the  field  test,  BLM  recommended  that  exceptions  and 
criteria  be  combined  across-the-board  to  avoid  exclud- 
ing large  acreages  in  the  application  of  the  criteria  and 
then  excepting  them  in  the  application  of  the  exceptions. 
This  would  avoid  confusing  the  public,  and  make  field 
application  efforts  more  practical.   BLM  generally 
recommended  that  procedures  for  applying  the  criteria  be 
left  to  the  Bureau  to  define. 


b) .   Coal  Data  Task  Force 

The  Under  Secretary,  as  a  follow-up  to  his  decisions  on 
the  preferred  criteria,  established  a  task  force  to 
review  the  unsuitability  criteria  and  evaluate  methods 
for  acquiring  further  data,  evaluate  the  costs  of  acquiring 
these  data,  and  review  coordination  mechanisms  within 
the  Department  to  minimize  overlap  of  data  collection  and 
to  promote  efficiency.   This  task  force  activity  resulted 
from  concern  within  the  Department,  expressed  at  meetings 
with  the  Under  Secretary,  that  it  was  not  necessary,  and 
was  too  expensive,  to  collect  detailed  data  for  each 
criterion  across  all  Federal  lands,  and  from  a  general 
concern  expressed  by  the  Office  of  the  Secretary's 
Field  Representative  in  Denver,  that  coordination  between 
bureaus  on  data  collection  needed  to  be  strengthened. 
The  task  force  developed  many  recommendations  for 
overcoming  these  potential  problems;  these  are  summarized 
in  issue  paper  14. 

Briefly,  the  task  force  recommended  that  maximum  use  be 
made  of  existing  data  and  that,  where  new  data  is  required, 
a  staging  strategy  be  employed  which  maximizes  cost- 
effective  use  of  aerial  photography  or  similar  methods 
to  gather  data.   Data  that  cannot  be  obtained  in  a 
cost-effective  and  timely  manner  at  the  land  use  planning 
stage  should  be  obtained  later  during  tract  evaluation  in 
activity  planning  and  collection  of  some  data  for  certain 
criteria  might  even  be  reserved  to  the  mine  plan  permit 
stage. 

The  task  force  found  that,  if  the  staging  strategy  for 
data  collection  were  followed  for  the  criteria,  the  added 
costs  were  reasonable.   Using  this  strategy,  costs  of 
obtaining  data  for  individual  criteria  at  the  land  use 
planning  stage  varied  from  $0.03/acre  for  eagle  roosts  and 
concentration  areas  to  $0.008/acre  for  migratory  birds 
and  eagle  nests. 

During  tract  evaluation,  when  a  much  smaller  acreage  is 
involved,  costs  ranged  from  $31.25/acre  (reclaimability) 
to  $0.018/acre  (wetlands).   The  added  cost,  if  this 
strategy  were  not  followed,  could  be  in  excess  of  $68 
million  per  two  million  acres  at  the  same  stage. 

As  a  result  of  its  review,  the  task  force  also  recommended 
that  the  Bureau  of  Land  Management  establish  a  clearing- 
house function  to  provide  a  central  location  for  coordina- 
tion of  data  collection  activities  for  coal  development. 
The  focus  of  the  clearinghouse  function  will  be  at  the 
land  use  planning  stage.   Additional  coordination  at 
activity  planning  stages  will  be  the  responsibility  of 
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of  the  regional  coal  teams.   Further,  the  task  force 
recommended  that  an  energy  coordination  committee  be 
established  and  chaired  by  a  Special  Assistant  to  the 
Secretary  located  in  the  coal  States.   The  purpose  of 
this  committee  would  be  to  assure  coordination  of  longer 
range  studies  and  related  data  collection. 

c) .   Economic  Assessment  of  Unsuitability  Criteria 

The  Secretary,  after  discussions  with  the  Council  of 
Economic  Advisers  (CEA) ,  determined  that  economic  analyses 
should  be  completed  on  two  components  of  the  preferred 
Federal  coal  management  program  alternative.   The  two 
components  are  the  application  of  lands  unsuitable 
criteria  and  the  method  of  determining  maximum  economic 
recovery. 

As  a  result,  the  Department  conducted  an  intensive 
economic  review  of  the  unsuitability  criteria.   The  final 
report  is  available  with  the  supplemental  materials  for 
this  decision. 

The  economic  review  found  that: 

1.  If  the  criteria  affect  small  reserve  amounts  (less 
than  30%) ,  there  will  be  no  immediate  effect  on  coal 
production  or  costs  in  the  West. 

2.  Small  reserve  amounts  (30%)  affected  now  could  in 
ten  years  shift  forecasted  production  from  Powder  River 
Basin  surface  mineable  reserves  to  deep  mining  reserves 
and  reserves  in  Appalachia  and  the  Midwest. 

3.  If  the  Western  reserve  amounts  affected  by  the  criteria 
are  less  than  50%,  national  oil  consumption  may  only  be 
slightly  affected. 

4.  If  the  criteria  affect  small  reserve  amounts,  the 
delivered  price  of  coal  may  not  show  significant  increases. 
Price  movements  are  expected  as  Western  reserves  affected 
approach  100%. 

5.  If  the  criteria  affect  lower  amounts  of  reserves 
(less  than  50%) ,  electricity  costs  will  not  increase 
significantly. 

In  the  field  tests  of  the  criteria,  the  BLM  found  that 
generally  8%,  but  in  any  case  less  than  22%,  of  Federal 
reserves  would  be  withheld  as  a  direct  result  of _ the 
criteria.   These  results  indicate  the  criteria  will 
have  little  economic  impact.   These  results  could 


understate  the  impact  of  the  unsuitability  criteria  if 
there  are  large  reserves  affected  in  the  Powder  River 
Basin,  if  they  cause  a  shift  to  smaller  mine  sizes  and/or 
less  desirable  reserves,  and  if  overall  coal  demand 
should  increase  more  sharply  than  anticipated. 

d) o   General  Comments  on  the  Criteria  Process 

Set  out  below  are  brief  summaries  of  comments  received  on 
the  proposed  unsuitability  criteria  during  the  EIS  and 
rulemaking  processes: 

Industry ; 

Most  comments  suggested  adhering  to  statutory  requirements 
for  designating  lands  unsuitable  and  avoiding  exercise  of 
discretionary  authority. 

Environmentalists; 

Comment  concerns: 

1.  Exceptions  were  too  broad  and  vaguely  worded. 

2.  Off-site  socio-economic  impacts  were  omitted. 

3.  The  criteria  give  BLM  authority  where  the  agency 
has  little  or  no  expertise. 

4.  There  is  conflict  with  SMCRA  intent. 

5.  Public  participation  should  be  emphasized. 

6.  Guidelines  for  implementation  of  criteria  are  lacking. 

7.  Who  applies  the  criteria?   Area  manager,  district 
manager,  State  director?   Exceptions  should  be 
granted  by  a  national  director. 

8.  Multiple  use  principles  are  not  fully  considered. 

9.  There  should  be  a  two  tiered  designation  process: 

a„   Regional  designation  by  BLM  prior  to  leasing 

b.   Site  specific  designation  by  OSM  during  review  of 

mine  plans 

10.  There  is  insufficient  coverage  of  impacts  of  under- 
ground mining. 
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11.  There  is  no  coverage  of  two  or  more  mining  operations. 

12.  Reclaimability  is  not  addressed. 

13.  The  criteria  confuse  coal  mining  and  leasing. 

14.  The  criteria  were  developed  and  field  tested  under 
the  erroneous  presumption  that  making  coal  available  for 
leasing  was  the  major  concern. 

Federal  Agency 

General  concerns  are: 

1.  The  lack  of  standards  to  define  when  exceptions  can  be 
made . 

2.  Question  whether  the  land  management  agency  can  make 
adequate  determination  without  specific  agreement  of  agencies 
with  the  expertise. 

3.  There  is  a  lack  of  physical  parameters  except  for  the 
reclaimability  criterion. 

State  Government 

Concerns  include: 

1.  The  state  may  already  have  more  stringent  regulations  - 
exceptions  do  not  consider  this. 

2.  There  is  an  assumption  that  particular  mining  methods 
and  mine  plans  justify  exceptions. 

Local  Organizations 

1.  Exceptions  nullify  the  criteria. 

2.  The  criteria  should  be  concise  and  unbiased  toward 
coal  development. 

3.  The  exceptions  have  loopholes. 

4.  Concern  about  the  discretion  given  BLM,  which  they 
suggest  has  a  poor  track  record  dealing  with  the  public. 
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Unsuitability  Procedure  Decisions 

As  important  as  the  selection  of  the  criteria  themselves 
is  the  selection  of  the  procedures  for  applying  them. 
Misapplied,  many  of  the  benefits  that  would  be  gained 
from  the  criteria  will  be  reduced  or  lost.   For  this 
reason,  OCLPC  cannot  concur  in  the  recommendation  of  the 
Bureau  of  Land  Management  that  the  Department  avoid 
considering  basic  procedural  guidelines  for  application 
of  the  criteria.   We  agree  that  the  principal  responsi- 
bility for  successfully  implementing  the  unsuitability 
screen  rests  with  the  Bureau.   The  Bureau  must  develop 
sufficient  internal  instructions  to  assure  that  the 
criteria  are  applied  consistently  throughout  its  coal 
lands.   At  the  same  time,  however,  we  believe  that 
setting  out  the  criteria  but  not  setting  out  how  they  are 
intended  for  use  is  ill-advised  in  the  case  of  this 
innovative  concept.   It  is  vital  that  all  the  concerned 
Offices  and  Bureaus  in  the  Department  understand  not  only 
the  criteria  but  how  they  will  be  used.   Both  the 
Office  of  Surface  Mining  and  the  Fish  and  wildlife 
Service,  as  well  as  the  Geological  Survey,  have  direct 
roles  to  play  in  the  application  of  unsuitability  criteria. 
The  surest  means  of  accomplishing  this  common  understanding 
is  for  the  Secretary  to  select  procedures  agreeable  to 
him. 

By  concurring  in  the  section  of  the  decision  table  on 
unsuitability  criteria,  the  Secretary  will  signal  his 
acceptance  of  basic  procedures  for  application  of  the 
unsuitability  criteria.   OCLPC  recommends  that  the 
Secretary  concur  with  the  procedures  set  out  therein, 
but  with  the  following  modifications.   These  modifi- 
cations should  be  embodied  in  the  final  coal  management 
regulations. 

1.   A  new  provision  should  be  added  to  the  procedures 
stating  a  standard  approach  to  the  consultation  require- 
ments of  the  criteria.   The  recommendation  to  make  con- 
sultation on  criteria  more  formal  or  to  move  to  a  strict 
concurrence  rule  was  one  of  the  most  frequently  received 
comments  on  the  unsuitability  criteria,   The  method  for 
formalizing  consultation  should  be  established  by  the 
Bureau  of  Land  Management.   One  possibility  would  be 
to  require  that  all  consultation  be  in  writing;  that  the 
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consulted  party  be  given  a  specified  amount  of  time  to 
respond,  after  which,  if  no  reply  were  received,  the 
Bureau  could  proceed  on  its  own;  and  that  where  the 
Bureau  decided  on  a  course  of  action  not  recommended  by 
the  consulted  party,  the  Bureau  officer  would  set  out  his 
reasons  for  so  doing  in  the  plan,  plan  supplement,  or  notice 
of  unsuitability  decision. 

2.   The  first  three  paragraphs  of  the  previous  procedural 
guidelines  adopted  by  the  Under  Secretary  should  be  replaced 
with  the  following  material  to  allow  the  Bureau  greater 
flexibility  and  to  incorporate  recommendations  of  the  data 
task  force  and  of  comments  received.   (The  previous 
decision  material  is  incorporated  in  the  decision  table 
section  beginning  with  the  paragraph,  "The  responsible 
official  of  the  Federal  land  management  agency  .  .  .," 
and  extending  three  paragraphs  to  the  paragraph  concluding, 
".  .  .  which  may  be  manifested  on  the  surface.") 

(New  Recommended  Guidelines  for  Application  of  the  Criteria) 

The  authorized  officer  would  describe  in  the  land  use 
plan  the  results  of  the  application  of  each  of  the 
unsuitability  criteria  to  the  medium  and  high  potential 
coal  lands  in  the  planning  area.   He  would  state  each 
instance  in  which  a  criterion  is  found  to  be  applicable 
and  show  the  area  which  is  excluded  from  further  coal 
development  consideration  or,  should  he  determine  that 
the  conditions  for  an  exception  exist,  describe  the  area 
to  which  the  exception  applies  and  discuss  in  detail  the 
reasons  why  the  exception  is  made  and  what  type  of 
stipulations  will  be  required  in  the  lease  or  mining 
permit  to  assure  compliance  with  the  exception. 

After  applying  the  criteria,  the  responsible  official 
would  invite  all  interested  parties,  through  a  notice  in 
the  Federal  Register  and  other  means  of  communication,  if 
appropriate,  to  review  and  comment  on  the  findings  of 
the  criteria  application.   The  responsible  official 
would  display  on  one  or  more  maps  his  preliminary  findings 
according  to  the  following  categories: 

those  areas  found  acceptable  for  further 
consideration; 

those  areas  found  acceptable  but  which  need 
further  data; 

those  areas  found  unsuitable  and  on  which  the 
responsible  official  does  not  intend  to  apply 
an  exception (s) ;  and 
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-   those  areas  which  possess  an  unsuitable  condition, 
and  on  which  an  exception  either  has  been 
successfully  applied,  or  will  be  applied  at  a  later 
stage  in  the  planning  process  (that  is,  those 
areas  that  appear  to  be  areas  from  which  tracts 
are  likely  to  be  delineated) . 

The  purpose  of  this  public  invitation  is  to  obtain  as 
much  data  and  information  as  possible  on  the  application 
of  the  unsuitability  criteria  and  exceptions  from  all 
interested  parties,  the  public,  industry,  and  other 
governmental  bodies  before  the  completion  of  the  land  use 
plan.   Changes  to  accommodate  additional  information  at 
this  time  are  easier  than  at  a  later  stage  of  planning 
(i.e.,  after  public  comments  on  the  draft  land  use  EIS) 
when  decision  changes  require  major  reworking  of  previous 
analyses  and  documents. 

Exceptions  should  only  be  considered  when  an  unsuitable 
condition  exists  in  an  area  free  of  other  unsuitable 
conditions,  and  for  which  the  responsible  official  would 
otherwise  regard  coal  mining  as  a  likely  use.   If  an 
exception  is  successfully  applied,  the  area  would  be 
carefully  documented  for  public  review,  and  the  area  would 
be  carried  forward  for  futher  consideration.   A  program 
review  of  the  application  of  the  unsuitability  criteria 
and  the  exceptions  should  be  conducted  each  year  for  the 
first  few  years  of  the  program,  and  should  include  any 
recommendations  to  the  Secretary  which  the  reviewers  believe 
are  necessary  to  resolve  problems  in  applying  the  criteria 
or  to  improve  the  criteria  themselves. 

Where  the  quality  of  the  data  available  for  the  applica- 
tion of  a  particular  criterion  or  exception  is  high,  the 
responsible  official  would  decide  on  the  basis  of  that 
data  whether  the  area  is  unsuitable  as  set  out  above. 
Where  data  are  unavailable  or  where  the  best  available 
data  are  not  of  sufficient  quality  to  allow  a  decision  on 
the  application  of  the  criterion  or  exception  to  be 
reached  with  reasonable  certainty,  the  responsible 
official  would  continue  the  land  affected  in  the  process 
and  state  in  the  land  use  plan  when  in  activity  planning 
or,  in  the  case  of  alluvial  valley  floor  and  reclaimability 
criteria,  post-lease  activities  the  additional,  necessary 
data  might  be  obtained.   At  such  time  as  the  data  become 
available,  the  responsible  official  would  be  required  to 
make  public  his  determination  concerning  unsuitability, 
and  the  reasons  therefor,  and  provide  opportunity  for 
public  comment  before  that  determination  is  made.   Any 
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changes  which  either  result  from  petitions  for  designating 
lands  unsuitable  or  from  removing  unsuitability  designa- 
tions or  changes  warranted  by  additional  data  acquired  in 
the  activity  planning  or  mine  plan  review  processes  would 
be  made  without  formally  revising  the  plan. 

The  authorized  officer  should  make  his  unsuitability 
assessment  on  the  best  data  that  can  be  obtained  within 
the  time  and  resources  available  to  prepare  the  land  use 
plan.   The  land  use  plan  should  include  an  indication  of 
the  adequacy  and  reliability  of  the  data  involved.   The 
authorized  officer  should  make  every  effort  within 
the  time  and  resources  available  to  collect  adequate  and 
reliable  data  which  would  permit  the  application  of  all 
criteria,  including  the  criteria  on  alluvial  valley 
floors  and  reclaimability ,  criteria  21  and  22,  in  the 
land  use  or  activity  planning  process.   No  lease  tract 
should  be  analyzed  in  a  final  regional  lease  sale  environ- 
mental statement  without  significant  data  material  to 
unsuitability  assessment  for  each  criterion  except,  where 
necessary,  criteria  21  and  22.   If  the  data  are  lacking 
for  the  application  of  a  criterion  or  exception  and  if 
the  authorized  officer  determines  that  it  is  likely  that 
stipulations  in  the  lease  or  permit  to  conduct  surface 
mining  operations  could  avoid  any  problems  which  may 
result  from  subsequent  application  of  the  criterion 
or  exception,  the  tract  may  be  analyzed  in  the  regional 
lease  sale  statement. 

New  leases  would  be  expressly  conditioned,  if  necessary, 
to  say  that  mining  operations  on  the  lease  would  be 
consistent  with  the  application  of  the  unsuitability 
criteria  that  occurred  during  land  use  or  activity 
planning.   OSM's  action  on  mining  plans  for  such  leases 
would  be  governed  by  its  rules  that  prohibit  it  from 
approving  a  mine  plan  inconsistent  with  the  lease  terms. 
Leases  readjusted  after  the  adoption  of  the  Federal  lands 
review  criteria  would  also  be  conditioned  in  a  manner 
identical  to  new  leases,  and  OSM's  action  on  mining  plans 
for  such  leases  would  have  to  be  consistent  with  those 
same  rules. 

Existing  leases  that  are  not  readjusted  would  be  subject 
to  the  division  of  responsibilities  set  out  in  the 
July  3,  197.8,  memorandum  and  expanded  on  in  the  March  20 
memorandum  (FES  Appendix  I) :   if  a  mine  plan  is  submitted 
for  lands  which  BLM  (or  any  other  surface  management 
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agency)  has  found  to  be  unsuitable  in  its  Federal  land 
review,  BLM  will  petition  OSM  under  30  CFR  Part  769  to 
designate  the  lands  as  unsuitable.   OSM,  governed  by  its 
own  regulations,  would  designate  the  lands  unsuitable  for 
the  contemplated  operations,  or  would  refer  any  disagree- 
ment with  the  BLM  to  the  next  levels  of  the  Department 
for  resolution  under  30  CFR  Part  769  (See  44  f.R.  15008, 
preamble  to  OSM  final  rulemaking) .   In  the  absence  of 
such  a  petition  by  BLM  (for  whatever  reason,  including 
failure  to  complete  the  Federal  lands  review  for  those 
lands) ,  OSM  would  be  free  to  approve  the  mine  plan  for 
operations  on  the  lease. 

Criteria  Decisions 

Individual  criteria  are  analyzed  in  the  following  pages. 
For  each  criterion,  the  existing  wording  in  the  preferred 
program  is  given;  the  criterion  specific  results  of 
Department  studies  of,  and  comments  on,  the  criterion  are 
summarized;  and,  based  on  this  information,  the  OCLPC 
recommendation  for  the  final  criterion  is  put  forward  for 
consideration.   One  of  the  following  choices  should  be 
made: 

1.  Approve  preferred  criterion. 

2.  Approve  OCLPC  recommendation. 

3.  Approve  alternative  OCLPC  proposal. 

4.  Approve  (pref erred/OCLPC  recommended)  criterion  with 
additional  changes. 

5.  Delete  criterion. 

6.  Defer  for  additional  study. 
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PREFERRED  CRITERION  1  —  FEDERAL  LAND  SYSTEMS 

All  Federal  lands  included  in  the  following  land  systems 
or  categories  and  an  appropriate  buffer  zone,  if  necessary, 
as  determined  by  the  land  management  agency,  shall  be 
considered  unsuitable  for  coal  mining:  National  Park. 
System,  National  Wildlife  Refuge  System,  National  Systems 
of  Trials,  National  Wilderness  Preservation  System, 
National  Wild  and  Scenic  Rivers  System,  National  Recrea- 
tion Areas,  lands  acquired  with  money  derived  from  the 
Land  and  Water  Conservation  Fund,  Custer  National  Forest, 
and  Federal  lands  in  incorporated  cities,  towns,  and 
villages.   All  Federal  lands  which  are  recommended  for 
inclusion  in  any  of  the  above  systems  or  categories  by 
the  Administration  in  legislative  proposals  submitted  to 
the  Congress  or  which  are  required  by  statute  to  be 
studied  for  inclusion  in  such  systems  or  categories 
shall  be  considered  unsuitable. 

Exception:   A  lease  may  be  issued  and  coal  mining  operations 
may  be  approved  within  the  Custer  National  Forest  with  the 
consent  of  the  Department  of  Agriculture  as  long  as  no 
surface  coal  mining  operations  are  permitted. 

Exemptions:   The  application  of  this  criterion  to  lands 
within  the  listed  land  systems  and  categories  is  subject 
to  valid  existing  rights.  The  application  of  the  buffer 
zone  portion  of  this  criterion  does  not  apply  to  lands: 
to  which  substantial  financial  and  legal  commitments 
were  made  prior  to  January  4,  1977;  on  which  operations 
were  being  conducted  on  August  3,  1977;  or  which  ,  include 
operations  on  which  a  permit  has  been  issued. 


Comments 

Protection  of  these  land  systems  is  mandatory  under  the 
Surface  Mining  Control  and  Reclamation  Act  and  the 
Federal  Coal  Leasing  Amendments  Act;  provision  of  the 
buffer  zone  is  discretionary.   The  exception  is  provided 
for  under  SMCRA.   In  the  field  tests  this  criterion 
affected  2.5  percent  of  the  land  in  Otter  Creek  test  area 
and  6.8  percent  of  the  land  in  the  Colstrip  test  area; 
none  of  the  other  test  areas  were  affected.   The  criterion 
has  very  low  administrative  costs.   The  BLM  Denver 
workgroup  recommended  adding  consultation  with  the 
agency  administering  the  Federal  land  system;  however, 
this  recommendation  was  rejected  by  the  BLM  Washington 
Office.  State  Governors'  representatives  also  requested 
consultation  privileges.  Environmentalists  suggested  that 
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the  exception  be  dropped.   Some  industry  representatives 
suggested  deleting  the  proposed  additions  and  buffer 
language.   Environmentalists  requested  the  concurrence  of 
the  agency  involved.   Local  government  representatives 
felt  the  use  of  the  term  "land  management  agency"  was 
potentially  ambiguous. 


Recommendation 

OCLPC  believes  the  suggestion  to  provide  for  consultation 
in  this  criterion  is  valid  as  the  agencies  charged  with 
managing  these  lands  should  be  able  to  provide  sugges- 
tions that  would  result  in  improved  management;  also  this 
would  be  the  best  way  to  ensure  that  proposed  lands  were 
considered.   OCLPC  suggests  that  for  this  criterion  and 
other  criteria  involving  consultation,  the  Bureau  of  Land 
Management  be  allowed  to  set  a  firm  deadline  for  respond- 
ing, after  which  the  agency  being  consulted  would  be 
presumed  to  have  no  comment.   Furthermore,  when  the  BLM 
makes  an  unsuitability  application  decision  contrary  to 
the  recommendation  of  the  consulting  agency,  the  BLM 
should  set  forth  the  reasons  therefore  in  the  land  use 
plan,  plan  supplement,  or  other  unsuitability  decision 
document.   This  procedure  should  be  followed  wherever 
criteria  require  consultation.   OCLPC  believes  the 
Administration  proposed  additions  language  and  the 
buffer  language  should  be  retained.   OCLPC  recommends  the 
term  ^surface  management  agency"  be  substituted  for  the 
term  "land  management  agency"  wherever  it  occurs  in  all 
the  criteria.   The  OCLPC  recommendation  for  the  final 
criterion  follows: 


RECOMMENDED  CRITERION 

All  Federal  lands  included  in  the  following  land  systems 
or  categories  and  an  appropriate  buffer  zone,  if  necessary, 
as  determined  by  the  surface  management  agency,  shall  be 
considered  unsuitable  for  coal  mining:   ...  (no  changes)... 
All  Federal  lands  which  are  recommended  for  inclusion  in 
such  systems  or  categories  by  the  Administration  in 
legislative  proposals  submitted  to  the  Congress  or  which 
are  required  by  statute  to  be  studied  for  inclusion  in 
such  systems  or  categories  shall  be  considered  unsuitable. 
A  lease  may,  however,  be  issued  for  underground  coal 
mining  within  the  Custer  National  Forest,  with  the 
consent  of  the  Department  of  Agriculture  as  long  as  no 
surface  coal  mining  operations  are  permitted.   In  applying 
this  criterion,  the  authorized  officer  shall  consult  with 
the  appropriate  managing  agencies  of  these  land  systems 
or  categories,  and  State  Governors  if  state  lands 
fall  within  a  proposed  buffer  zone. 
Exception:   (delete,  incorporated  in  criterion) 
Exemption:   (no  change) 
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PREFERRED  CRITERION  2  —  RIGHTS-OF-WAY  AND  EASEMENTS 

Federal  lands  that  are  within  rights-of-way  or  easements 
or  within  surface  leases  for  residential,  commercial, 
industrial  or  other  public  purposes,  or  for  agricultural 
crop  production  on  Federally  owned  surface  shall  be 
considered  unsuitable. 

Exceptions ;   A  lease  may  be  issued,  and  mining  operations 
approved,  in  such  areas  if  the  surface  management  agency 
determines  that: 

(i)  all  or  certain  types  of  coal  development  (e.g., 
underground  mining)  will  not  interfere  with  the 
purpose  of  the  right-of-way  or  easement;  or 

(ii)   the  right-of-way  or  easement  was  granted  for 
mining  purposes;  or 

(iii)   the  right-of-way  or  easement  was  issued  for  a 
purpose  for  which  it  is  not  being  used;  or 

(iv)   the  parties  involved  in  the  right-of-way  or 
easement  agree  to  leasing;  or 

(v)   it  is  impractical  to  exclude  such  areas  due  to  the 
location  of  coal  and  method  of  mining  and  such 
areas  or  uses  can  be  protected  through  appropriate 
stipulations. 

Exemptions;   This  criterion  does  not  apply  to  lands  on 
which  mining  would  result  in  substantial  loss  or  reduction 
of  long-range  productivity  of  food  or  fiber  products,  and 
it  does  not  apply  to  lands:   to  which  the  operator 
made  substantial  financial  and  legal  commitments  prior  to 
January  4,  1977;  on  which  operations  were  being  conducted 
on  August  3,  1977;  or  which  include  operations  on  which  a 
permit  has  been  issued. 


Comments 

This  criterion  is  mandatory  under  SMCRA;  the  exceptions 
are,  however,  discretionary.   During  the  field  tests  of 
the  unsuitability  criteria,  no  lands  were  excluded  by 
this  criterion.   The  criterion  has  very  low  administrative 
costs.   BLM  recommended  including  the  exceptions  in 
the  criterion  as  examples  rather  than  guidelines.   This 
change  places  increased  emphasis  on  the  judgment  of  the 
planning  authority.   Industry  believes  this  criterion 
exceeds  the  authority  of  the  Secretary.   Environmentalists 
maintain  that  the  exception  is  too  broadly  drawn. 
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Recommendation 


OCLPC  recommends  retaining  the  criterion,  exceptions,  and 
exemptions  as  they  appear  in  the  preferred  program. 
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PREFERRED  CRITERION  3  —  BUFFER  ZONES  ALONG  RIGHTS-OF-WAY 

AND  ADJACENT  TO  COMMUNITIES  AND 
BUILDINGS 

Federal  lands  affected  by  Section  522(e)  (4)  and  (5)  of 
the  Surface  Mining  Control  and  Reclamation  Act  of  1977 
shall  be  considered  unsuitable.  This  includes  lands 
within  100  feet  of  the  outside  line  of  the  right-of-way 
of  a  public  highway  or  within  100  feet  of  a  cemetary,  or 
within  300  feet  of  an  occupied  public  building,  school, 
church,  community  or  institutional  building  or  public 
park  or  within  300  feet  of  an  occupied  dwelling. 

Exceptions :   A  lease  may  be  issued  and  mining  operations 
approved  for  lands: 

(i)   where  mine  access  roads  or  haulage  roads  join  the 
right-of-way  of  the  public  road; 

(ii)  for  which  the  Office  of  Surface  Mining  Reclamation 
and  Enforcement  has  issued  a  permit  to  have  public 
roads  relocated;  or 

(iii)   for  which  owners  of  occupied  buildings  have  given 
permission  to  mine  within  300  feet  of  their 
buildings. 

Exemption:   The  application  of  this  criterion  is  subject 
to  valid  existing  rights. 


Comments 

The  criterion,  based  on  Section  522(e)(4)  and  (5)  of 
SMCRA,  is  mandatory.   The  criterion  affected  lands  within 
4  of  the  10  test  areas;  the  largest  area  of  land  affected 
was  in  the  Decker  test  area,  where  2.6  percent  of  the 
land  was  excluded.   The  criterion  has  very  low  administra- 
tive costs.   The  BLM  repeated  their  recommendations  for 
criterion  2.   Industry  recommends  that  a  "general  exception" 
be  added  for  valid  existing  rights.   (Note  this  has  been 
done  through  the  inclusion  of  the  exemption  information 
with  all  criteria.)   Environmentalists  recommend  that  the 
exception  require  written  permission  for  exception.   A 
local  governmental  unit  requested  clarification  in  regard 
to  Federal  coal  and  private  surface. 


Recommendation 

OCLPC  recommends  retaining  the  criterion  and  exemption 
as  they  appear  in  the  preferred  program.   The  criterion 
does  apply  to  private  surface  over  Federal  coal  because 
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of  the  definition  of  "Federal  lands".   OCLPC  recommends 
that  exception  (iii)  be  amended  to  require  written 
permission.   No  other  changes  to  the  exception  are 
recommended.   The  OCLPC  recommendation  for  the  final 
criterion  follows: 

RECOMMENDED  CRITERION 

(No  change) 

Exceptions : 

(i)   (No  change) 

(ii)   (No  change) 

(iii)   for  which  owners  of  occupied  buildings  have  given 

written  permission  to  mine  within  300  feet  of  their 
buildings . 

Exemptions:   (No  change) 
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PREFERRED  CRITERION  4  —  WILDERNESS  STUDY  AREAS 

Federal  lands  designated  as  wilderness  study  areas  shall 
be  considered  unsuitable  while  under  review  by  the 
Administration  and  the  Congress  for  possible  wilderness 
designation.   For  any  Federal  land  which  may  be  leased 
or  mined  prior  to  completion  of  the  wilderness  inventory 
by  the  surface  management  agency,  the  environmental 
assessment  or  impact  statement  on  the  lease  sale  or  mine 
plan  must  consider  whether  the  land  possesses  the  charac- 
teristics of  a  wilderness  study  area.   If  the  finding  is 
affirmative,  the  land  shall  be  considered  unsuitable. 

Exception:   A  lease  may  be  issued  and  mining  operations 
approved  if  authorized  by  the  Federal  Land  Policy  and 
Management  Act  of  1976. 

Exemption:  The  application  of  this  criterion  to  lands 
for  which  the  Bureau  of  Land  Management  is  the  surface 
management  agency  is  subject  to  valid  existing  rights. 


Comments 

This  criterion  draws  its  authority  from  FLPMA,  SMCRA,  the 
National  Forest  Management  Act,  and  the  Wilderness  Act. 
The  requirement  in  the  first  sentence  is  mandatory;  the 
provisions  of  the  following  two  sentences  are  discretionary. 
The  exception  is  based  on  the  Wilderness  Act  and  FLPMA. 
This  criterion  excluded  no  lands  in  the  field  test  .areas. 
The  Departmental  Data  Task  Force  did  not  estimate  any 
unique  costs  for  this  criterion.   BLM  recommended  no 
changes  to  this  criterion  other  than  incorporation  of  the 
exception  in  the  criterion  proper.   Industry  does  not 
believe  that  an  environmental  impact  statement  should 
be  the  vehicle  for  determining  whether  an  area  should  be 
included  in  a  wilderness  study;  removing  wilderness  study 
areas  from  consideration  for  coal  leasing  is  contrary  to 
Congressional  mandate.   Environmentalist  contend  that 
coal  mining  is  incompatible  with  protection  of  wilderness 
values  and  the  exception  should  be  dropped  if  not  intended 
to  be  used. 


Recommendation 

OCLPC  recommends  adopting  the  suggested  language  of  the 
Bureau  of  Land  Management  regarding  the  exception.  The 
OCLPC  recommendation  for  the  final  criterion  follows: 
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RECOMMENDED  CRITERION 

Federal  lands  designated  as  wilderness  study  areas  shall 
be  considered  unsuitable  for  coal  mining  while  under 
review  by  the  Administration  and  the  Congress  for  possible 
wilderness  designation.   For  any  Federal  land  which  is  to 
be  leased  or  mined  prior  to  completion  of  the  wilderness 
inventory  by  the  surface  management  agency,  the  environ- 
mental impact  statement  (or  analysis)  of  the  lease  sale 
or  mine  plan  must  consider  whether  the  land  possesses  the 
characteristics  of  a  wilderness  study  area.   If  the 
finding  is  affirmative,  the  land  shall  be  considered 
unsuitable,  unless  issuance  of  noncompetitive  coal 
leases  and  mining  on  leases  is  authorized  under  the 
Wilderness  Act  and  the  Federal  Land  Policy  and  Management 
Act  of  1976. 

Exception:   (Delete;  incorporate  in  criterion) 

Exemption:   (No  change) 
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PREFERRED  CRITERION  5  —  SCENIC  AREAS 

Scenic  Federal  lands  designated  by  visual  resource 
management  analysis  as  Class  I  or  II  (an  area  of  outstand- 
ing scenic  quality  or  high  visual  sensitivity)  but  not 
currently  on  the  National  Register  of  Natural  Landmarks 
shall  be  considered  unsuitable. 

Exception:   A  lease  may  be  issued  and  mining  operations 
approved  if  the  surface  management  agency  determines  that 
mining  operations  will  not  significantly  diminish  or 
adversely  affect  the  scenic  quality  of  the  designated 
area. 

Exemptions :   This  criterion  does  not  apply  to  lands:   to 
which  the  operator  made  substantial  financial  and  legal 
commitments  prior  to  January  4,  1977;  on  which  operations 
were  being  conducted  on  August  3,  1977;  or  which  a  permit 
has  been  issued. 


Comments 

Both  the  criterion,  which  is  based  on  FLPMA  and  SMCRA 
authority,  and  the  exception  are  discretionary.   The 
criterion  affected  land  in  only  one  of  the  field  test 
areas,  Ashland  North.   In  this  test  area  the  criterion 
caused  the  exclusion  of  3.9%  of  the  land.   The  data  task 
force  estimated  the  incremental  administrative  costs 
caused  by  the  criterion  to  be  $12,000  per  million  acres 
of  land  reviewed.   The  BLM  recommended  that  the  exception 
be  incorporated  in  the  criterion,  but  did  not  recommend 
any  additional  changes.   Industry  is  clearly  concerned 
that  this  criterion  is  too  subjective  and  that  the 
exception  rests  solely  on  the  judgment  of  the  local  land 
manager.   This  concern  is  shared  by  some  States.   Most 
respondents  with  environmental  group  affiliations  declared 
the  exception  should  be  deleted.   A  BLM  State  Director 
indicated  that  he  was  concerned  over  whether  the  agency 
could  determine  that  scenic  quality  would  be  affected  by 
a  mining  operation. 


Recommendation 

OCLPC  agrees  with  many  of  the  commenters  that  the  exception 
will  be  very  difficult  to  apply  and  should  be  deleted. 
It  should  be  noted  that  the  deletion  of  the  exception 
will  not  change  the  result  of  the  field  tests,  and 
earlier  field  tests  had  similar  results.   The  OCLPC 
recommendation  for  the  final  criterion  follows: 
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RECOMMENDED  CRITERION 

(No  change) 

Exception:  (Delete) 

Exemptions:   (No  change) 

Alternative.   Include  the  exception  in  the  criterion  for 
Class  II  lands  only: 

Scenic  Federal  lands  designated  by  visual  resource 
management  analysis  as  Class  I  (areas  of  outstanding 
scenic  quality  and/or  visual  sensitivity)  but  not  cur- 
rently on  the  .  .  .  shall  be  considered  unsuitable. 
Federal  lands  designated  as  Class  II  shall  be  considered 
unsuitable,  except  where  the  surface  management  agency 
determines  that  the  coal  mining  activity  will  not  signif- 
icantly diminish  or  adversely  affect  the  scenic  quality 
of  all  or  certain  parts  of  the  designated  area. 
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PREFERRED  CRITERION  6  —  LANDS  USED  FOR  SCIENTIFIC  STUDIES 

Federal  lands  under  permit  by  the  surface  management 
agency  for  scientific  studies  involving  food  or  fiber 
production,  natural  resources,  or  technology  demonstra- 
tions and  experiments  shall  be  considered  unsuitable. 

Exceptions :   A  lease  may  be  issued  and  mining  operations 
approved  t 

(i)   with  the  concurrence  of  the  principal  scientific 
user  or  agency;  or 

(ii)   where  it  would  be  stipulated  that  the  mining  would 
be  done  in  such  a  way  as  not  to  jeopardize  the 
purpose  of  the  study  as  determined  by  the  surface 
management  agency. 

Exemptions :    This  criterion  does  not  apply  to  lands:   to 
which  the  operator  made  substantial  financial  and  legal 
commitments  prior  to  January  4,  1977;  on  which  operations 
were  being  conducted  on  August  3,  1977;  or  which  include 
operations  on  which  a  permit  has  been  issued. 


Comments 

The  criterion  is  discretionary  except  as  Section  715  of 
SMCRA  applies  (Federal  lessee  protection) .   A  small 
amount  of  land  in  just  one  of  the  field  test  areas  was 
affected  by  the  criterion.   The  data  task  force  expects 
minimal  administrative  costs  as  a  result  of  this  criterion, 
BLM  recommends  no  changes  to  this  criterion  other  than 
incorporation  of  the  exception  within  the  criterion 
proper.   Industry  generally  opposed  this  criterion  as  not 
mandated  by  law;  these  commenters  also  suggested  that  the 
criterion  should  recognize  that  the  scientific  studies 
would  not  last  forever.   Environmental  groups  asked  that 
both  conditions  for  an  exception  be  met  for  the  exception 
to  apply. 


Recommendation 

OCLPC  recommends  that  the  criterion  be  modified  to 
recognize  the  limited  term  of  most  studies  and  the 
exceptions  be  incorporated  into  the  criterion.   The  OCLPC 
recommendation  for  the  final  criterion  follows: 

RECOMMENDED  CRITERION 

Federal  lands  under  permit  by  the  surface  management 
agency,  and^being  used,  for  scientific  studies  involving 
food  and  fiber  production,  natural  resources  or  technology 
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demonstrations  and  experiments  shall  be  considered 
unsuitable  for  the  duration  of  the  study,  demonstration, 
or  experiment,  except  where  mining  could  be  conducted  in 
such  a  way  as  to  enhance,  or  not  jeopardize  the  original 
purposes  of  the  study,  as  determined  by  the  surface 
management  agency,  or  where  the  principal  scientific  user 
or  agency  gives  written  concurrence  to  all  or  certain 
methods  of  mining. 

Exceptions:   (Delete,  incorporate  in  criterion) 
Exemptions :   (No  change) 
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PREFERRED  CRITERION  7  —  HISTORIC  LANDS  AND  SITES 

All  districts,  sites,  buildings,  structures,  and  objects 
of  historic,  architectural,  archaeological,  or  cultural 
significance  which  are  included  in  or  eligible  for 
inclusion  in  the  National  Register  of  Historic  Sites,  and 
an  appropriate  buffer  zone  around  the  outside  boundary  of 
the  designated  property  (to  protect  the  inherent  values 
of  the  property  that  make  it  eligible  for  listing  in  the 
National  Register)  as  determined  by  the  surface  management 
agency,  in  consultation  with  the  Advisory  Council  on 
Historic  Preservation  or  by  procedures  approved  by  the 
Advisory  Council,  shall  be  considered  unsuitable. 

Exceptions ;   A  lease  may  be  issued  and  mining  operations 
approved  if  the  surface  management  agency  determines: 

•(i)   with  the  concurrence  of  the  State,  that  the  site, 
structure,  or  object  is  of  regional  or  local 
significance  only;  or 

(ii)   in  consultation  with  the  Advisory  Council  on 

Historic  Preservation,  that  the  direct  and  indirect 
effects  of  all  or  certain  stipulated  methods  of 
coal  mining  on  a  property  in  or  eligible  for  the 
National  Register  of  Historic  Sites  will  not  result 
in  significant  adverse  impacts  to  the  site,  structure, 
or  object. 

Exemption:   The  application  of  this  criterion  is  subject 
to  valid  existing  rights. 


Comments 

The  protection  of  these  cultural  resources  is  mandatory 
under  SMCRA  and  discretionary  under  the  Historic  Preservation  Act. 
The  provision  of  buffers  is  an  exercise  of  discretionary 
authority.   Application  of  the  criterion  resulted  in  the 
exclusion  of  1.5%  of  the  Red  Rim  field  test  area,  and 
lesser  amounts  in  Hanna  and  Williams  Fork.   The  coal  data 
task  force  estimates  that  this  criterion  will  cause  extra 
administrative  costs  during  tract  ranking  and  selection 
of  $120,000  per  200,000  acres.   Because  of  this  cost, 
they  recommend  that  extra  effort  not  be  put  into  determin- 
ing application  during  general  land  use  planning.   The 
Bureau  recommended  deleting  exception  (i)  as  superfluous. 
Industry  recommended  dropping  the  buffer  provision  of  the 
criterion.   They  generally  believe  that  protection  of 
these  resources  is  best  provided  through  appropriate 
stipulations  in  leases.   Another  commenter  asked  that 
only  areas  on  or  actively  under  consideration  for  the 
National  Register  be  found  unsuitable.   A  professional 
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association  objected  to  both  exceptions,  exception  (i) 
because  the  concept  of  regional  or  local  significance  has 
no  meaning,  i.e.,  sites  are  potentially  equally  important; 
and  exception  (ii)  because  the  State  Historic  Preservation 
Officer  and  archeologist  should  be  consulted  as  well  as 
the  Advisory  Council.   The  Advisory  Council  on  Historic 
Preservation  points  out  that  exception  (i)  is  inconsistent 
with  section  106  of  the  Historic  Preservation  Act. 


Recommendation 

OCLPC  generally  concurs  with  the  BLM  recommendation,  but 
would  ask  for  consultation  with  both  the  ACHP  and  SHPO. 
Exception  (i)  should  be  deleted.   OCLPC  believes  that 
because  of  the  additional  work  that  will  be  needed  to 
apply  the  exception  it  should  not  be  combined  with 
the  criterion  as  recommended  by  BLM.   The  OCLPC  recommen- 
dation for  the  final  criterion  follows: 

RECOMMENDED  CRITERION 

All  districts,  sites,  buildings,  structures,  and  objects 
of  historic,  architectural,  archeological,  or  cultural 
significance  which  are  included  in  or  eligible  for 
inclusion  in  the  National  Register  of  Historic  Places, 
and  an  appropriate  buffer  zone  around  the  outside  boundary 
of  the  designated  property  (to  protect  the  inherent 
values  of  the  property  that  made  it  eligible  for  listing 
in  the  National  Register)  as  determined  by  the  surface 
management  agency  in  consultation  with  the  Advisory 
Council  on  Historic  Preservation  and  the  State  Historic 
Preservation  Office  shall  be  considered  unsuitable. 

Exception:   (Delete  (i)).   All  or  certain  types  of 
stipulated  mining  may  be  allowed  if  the  surface  management 
agency  determines  after  consultation  with  the  Advisory 
Council  on  Historic  Preservation  and  State  Historic 
Preservation  Officer  that  the  direct  and  indirect 
effects  of  mining,  as  stipulated,  on  a  property  in  or 
eligible  for  the  National  Register  of  Historic  Places 
will  not  result  in  significant  adverse  impacts  to  the 
property . 
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PREFERRED  CRITERION  8  —  NATURAL  AREAS 

Federal  lands  designated  as  natural  areas  or  as  National 
Natural  Landmarks  shall  be  considered  unsuitable. 

Exceptions;   A  lease  may  be  issued  and  mining  operations 
approved  in  an  area  or  site  if  the  surface  management 
agency  determines  that: 

(i)   with  the  concurrence  of  the  state,  the  area  or 
site  is  of  regional  or  local  significance  only; 

(ii)   the  use  of  appropriate  stipulated  mining  technology 
will  result  in  no  significant  adverse  impact  to 
the  area  or  site;  or 

(iii)   the  mining  of  the  coal  resource  under  appropriate 
stipulations  will  enhance  information  recovery 
(e.g.,  paleontological  sites). 

Exemptions;   This  criterion  does  not  apply  to  lands:   to 
which  the  operator  made  substantial  financial  and  legal 
commitments  prior  to  January  4,  1977;  on  which  operations 
were  being  conducted  on  August  3,  1977;  or  which  include 
operations  on  which  a  permit  has  been  issued. 


Comments 

This  criterion  is  based  on  SMCRA  and  the  Antiquities  Act; 
both  the  criterion  and  the  exception  are  discretionary. 
The  criterion  did  not  cause  any  land  exclusions  during 
the  field  tests.   The  coal  data  task  force  did  not 
foresee  important  administrative  costs  for  this  criterion. 
BLM  recommended  deleting  exception  (i)  and  combining 
exceptions  (ii)  and  (iii)  with  the  criterion  proper. 
Some  industry  commenters  felt  the  Department  lacked 
authority  to  include  this  criterion  and  that  we  were 
anticipating  passage  of  a  Natural  Heritage  Conservation 
Act.   Some  environmental  groups  asked  that  the  exceptions 
be  dropped. 


Recommendation 

Because  exceptions  (ii)  and  (iii)  should  require 
additional  efforts  by  the  Bureau  that  would  not  be 
carried  out  in  all  cases,  OCLPC  does  not  recommend 
combining  the  exceptions  with  the  criterion.   Exception  (i) 
might  be  deleted  for  the  same  reasons  the  similar  exception 
was  deleted  from  criterion  7;  however,  OCLPC  recommends 
this  decision  be  held  in  abeyance  until  we  have  more 
experience  with  the  criterion  and  exception.   OCLPC 
recommends  retaining  the  criterion,  exceptions,  and 
exemptions  as  they  appear  in  the  preferred  program. 
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PREFERRED  CRITERION  9  —  FEDERALLY  LISTED  ENDANGERED 

SPECIES 

Federally  designated  critical  habitat  for  threatened  or 
endangered  plant  and  animal  species,  and  habitat  for 
Federal  threatened  or  endangered  species  which  is  deter- 
mined by  the  Fish  and  Wildlife  Service  and  the  surface 
management  agency  to  be  of  essential  value  and  where  the 
presence  of  threatened  or  endangered  species  has  been 
scientifically  documented,  shall  be  considered  unsuitable. 

Exception:   A  lease  may  be  issued  and  mining  operations 
approved  if,  after  consultation  with  the  Fish  and  Wild- 
life Service,  the  surface  management  agency  determines 
the  species  and  its  habitat  will  not  be  adversely  affected 
by  all  or  certain  stipulated  methods  of  coal  mining 
operations. 


Comment 

This  criterion  is  mandatory  under  the  Endangered  Species 
Act.   During  field  tests,  this  criterion  excluded 
17,559  acres  in  one  test  area,  Williams  Fork,  from  further 
consideration;  this  amounted  to  10.5%  of  the  area.   The 
data  task  force  estimates  that  this  criterion  carries 
with  it  extra  administrative  costs  of  $8,300  per  2  mil- 
lion acres  during  planning  and  $10,500  per  200,000 
acres  during  ranking  and  selection.   The  BLM  recommended 
combining  the  exception  with  the  criterion,  but  had  no 
further  recommendations.   The  BLM  Denver  workgroup 
recommended  combining  criteria  9,  11,  12,  and  13.   The 
workgroup  also  recommended  deleting  the  exception. 
Industry  pointed  out  that  the  concept  of  habitat  of 
essential  value  is  not  included  anywhere  within  the 
Endangered  Species  Act  and  should  be  expunged.   Environ- 
mentalists recommended   that  the  Fish  and  Wildlife  Service 
should  concur  in  determinations  under  this  criterion,  not 
just  be  consulted. 


Recommendation 

OCLPC  recommends  retaining  the  criterion,  exceptions,  and 
exemptions  as  they  appear  in  the  preferred  program. 
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PREFERRED  CRITERION  10  —  STATE  LISTED  ENDANGERED  SPECIES 

Lands  containing  habitat  deemed  critical  or  essential  for 
plant  or  animal  species  listed  by  a  State  pursuant  to 
State  law  as  endangered  or  threatened  shall  be  considered 
unsuitable. 

Exception;   A  lease  may  be  issued  and  mining  operations 
approved  if,  after  consultation  with  the  State,  the 
surface  management  agency  determines  that  the  species  will 
not  be  adversely  affected  by  all  or  certain  stipulated 
methods  of  coal  mining. 

Exemptions:   This  criterion  does  not  apply  to  lands:   to 
which  the  operator  made  substantial  financial  and  legal 
commitments  prior  to  January  4,  1977;  on  which  operations 
were  being  conducted  on  August  3,  1977;  or  which  include 
operations  on  which  a  permit  has  been  issued. 


Comments 

This  criterion  and  its  exception  are  based  on  discre- 
tionary authority  under  FLPMA.   One  area,  Williams  Fork, 
was  determined  to  have  1%  of  its  area  uniquely  in  this 
classification,  12%  when  overlapped  with  the  Federal 
endangered  species  criterion.   No  other  areas  were 
affected.   The  data  task  force  did  not  estimate  adminis- 
trative costs  for  this  criterion.   BLM  recommended  the 
phrase  "habitats  deemed  critical.  ..."   be  changed  to 
"habitats  determined  critical.  .  .  ."  at  the  suggestion 
of  the  Director.   The  BLM  Denver  workgroup  recommended 
deleting  the  exception.   Industry  did  not  believe  that  it 
was  a  good  idea  to  combine  a  State  program  with  the 
Federal  criterion.   Environmentalists  felt  that  the 
exception  should  require  the  concurrence  of  the  State. 
Also,  some  asked  for  the  concurrence  of  the  Fish  and 
Wildlife  Service. 

Recommendation 

OCLPC  recommends  accepting  the  language  change  suggestion 
of  the  BLM  Director.   The  exception  should  not  be  combined 
with  the  criterion  because  it  requires  a  different  type 
of  study  than  the  criterion,  i.e.,  impact  versus  existence 
only  for  the  criterion,  itself.   The  exception  should 
only  be  applied  where  the  local  surface  manager  has 
specific  cause  to  do  so,  for  example,  to  avoid  land 
patterns  that  block  formation  of  good  LMUs.   The  OCLPC 
recommendation  for  the  final  criterion  follows: 
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RECOMMENDED  CRITERION 

Land  containing  habitat  determined  critical  or  essential 
for  plant  or  animal  species  listed  by  a  State  pursuant  to 
State  law  as  endangered  or  threatened  shall  be  considered 
unsuitable. 

Exception;   (No  change) 

Exemptions :   (No  change) 
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PREFERRED  CRITERION  11  —  BALD  AND  GOLDEN  EAGLE  NESTS 

A  bald  or  golden  eagle  nest  that  is  determined  to  be 
active  and  a  buffer  zone  of  land  in  a  1/4  mile  radius  . 
from  a  nest  are  areas  which  shall  be  considered  unsuitable, 
Consideration  of  availability  of  habitat  for  prey  species 
shall  be  included  in  the  determination  of  buffer  zones. 

Exceptions: 

(1)   A  lease  may  be  issued  and  mining  operations  approved 
if : 

(A)  they  can  be  conditioned  in  such  a  way,  either 
in  manner  or  period  of  operation,  that  eagles 
will  not  be  disturbed  during  breeding  season; 
or 

(B)  golden  eagle  nest  sites  will  be  moved  with  the 
concurrence  of  the  Fish  and  Wildlife  Service. 

(ii)   Buffer  zones  may  be  decreased  if  the  surface 

management  agency  determines  that  the  active  eagle 
nests  will  not  be  adversely  affected. 


Comments 


This  criterion  is  mandatory  under  the  Eagle  Protection 
and  Endangered  Species  Acts.   The  criterion  affected 
areas  within  four  of  the  ten  field  test  areas;  the 
largest  area  affected  was  in  the  Williams  Fork,  where  .6% 
of  the  land  was  excluded.   The  data  task  force  estimates 
that  this  criterion  would  add  $16,700  per  two  million 
acres  to  land  use  planning  costs  and  $11,800  per  200,000 
acres  to  activity  planning  costs.   The  BLM  did  not  have 
any  special  recommendation  for  this  criterion.   The  BLM 
Denver  workgroup  recommended  combining  criteria  11 
and  12.   Some  industry  commenters  stated  that  the  golden 
eagle  does  not  require  this  level  of  protection.   Industry 
recommended  deleting  the  specific  buffer  zone  in  favor  of 
a  case-by-case  determination  based  on  maintaining  an 
adequate  prey  hunting  area.   Environmentalists  felt  that 
all  decisions  should  require  the  concurrence  of  the  Fish 
and  Wildlife  Service.   Many  cited  the  1/4-mile  radius  as 
being  much  too  small  for  a  buffer  zone  and  recommended 
widening  it  out  to  one  mile.   There  was  one  recommendation 
that  the  criterion  be  retitled  "bald  and  golden  eagles" 
since  the  Eagle  Protection  Act  requires  protection  of  the 
birds  as  well  as  their  nests. 
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Recommendation 

For  reasons  given  previously,  OCLPC  does  not  recommend 
that  the  exception  for  this  criterion  be  combined  with 
the  criterion  itself.   OCLPC  recommends  that  the  specifi- 
cation of  a  specific  buffer  zone  size  be  dropped  from  the 
criterion,  and,  consequently,  that  exception  (ii) 
be  deleted.   The  buffer  zone  might  extend  for  a  few 
hundred  yards  up  to  a  mile  or  more.   The  actual  distance 
between  the  nest  and  the  perimeter  of  the  buffer  zone 
should  be  based  principally  on  prey  species,  habitat,  and 
terrain  features  in  that  direction  from  the  nest.   The 
OCLPC  recommendation  for  the  final  criterion  follows: 

RECOMMENDED  CRITERION 

A  bald  or  golden  eagle  nest  that  is  determined  to  be 
active  and  an  appropriate  buffer  zone  of  land  around  the 
nest  area  shall  be  considered  unsuitable.   Consideration 
of  availability  of  habitat  for  prey  species  and  of  terrain 
shall  be  included  in  the  determination  of  buffer  zones. 
Buffer  zones  shall  be  determined  in  consultation  with  the 
U.S.  Fish  and  Wildlife  Service. 

Exception: 

(i)   (No  change) 
(ii)   (Delete) 
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PREFERRED  CRITERION  12  —  BALD  AND  GOLDEN  EAGLE  ROOST  AND 

CONCENTRATION  AREAS 

Bald  and  golden  eagle  roost  and  concentration  areas  used 
during  migration  and  wintering  shall  be  considered 
unsuitable. 

Exception:   A  lease  may  be  issued  and  mining  operations 
approved  if  the  surface  management  agency  determines  that 
all  or  certain  stipulated  methods  of  coal  mining  can  be 
conducted  in  such  a  way,  and  during  such  periods  of  time, 
to  ensure  that  eagles  shall  not  be  adversely  disturbed. 


Comments 

This  criterion  is  mandatory  under  the  Eagle  Protection 
and  Endangered  Species  Acts.   Slightly  more  than  10%  of 
the  land  area  of  the  Williams  Fork  field  test  area  was 
affected  by  the  criterion;  it  did  not  apply  in  any  of  the 
other  areas.   The  data  task  force  estimates  that  this 
criterion  would  add  $5,700  per  two  million  acres  to  land 
use  planning  costs  and. $5,900  per  200,000  acres  to 
activity  planning  costs.   The  BLM  had  no  specific  recom- 
mendation on  this  criterion.   One  industry  commenter 
suggested  revising  the  criterion  by  adding  guidelines 
for  identifying  roost  areas.   Some  environmental  groups 
stated  that  the  Fish  and  Wildlife  Service  should  determine 
whether  a  mining  operation  would  disturb  eagle  roost  and 
concentration  areas,  and  one  commenter  from  the  Bureau  of 
Land  Management  also  questioned  whether  BLM  could 
unilaterally  make  the  determination  as  to  adequate 
habitat  protection. 


Recommendation 

For  reasons  given  previously,  OCLPC  does  not  recommend 
that  the  exception  for  this  criterion  be  combined  with 
the  criterion  itself.   OCLPC  recommends  retaining  the 
criterion  and  exception,  as  they  appear  in  the  preferred 
program. 
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PREFERRED  CRITERION  13  —  FALCON  CLIFF  NESTING  SITES 

Federal  lands  containing  falcon  cliff  nesting  sites  with 
active  nests  and  a  buffer  zone  of  Federal  land  in  a  1/4 
mile  radius  from  the  nest  to  provide  needed  prey  habitat 
shall  be  considered  unsuitable.  Consideration  of  avail- 
ability of  habitat  for  prey  species  shall  be  included  in 
the  determination  of  buffer  zones. 

Exception:   A  lease  may  be  issued  and  mining  operations 
approved  where  the  surface  management  agency,  after 
consultation  with  the  Fish  and  Wildlife  Service,  determines 
that  all  or  certain  stipulated  methods  of  coal  mining 
will  not  adversely  affect  the  migratory  bird  habitat 
during  the  periods  when  such  habitat  is  used  by  the 
species. 


Comments 

This  criterion  is  based  on  the  Migratory  Bird  Treaty  Act 
and  the  Endangered  Species  Act;  its  provisions  are 
mandatory.   The  field  tests  resulted  in  setting  aside  two 
areas  in  southwest  Wyoming  of  about  100  acres  each.   No 
other  areas  were  affected.   The  estimated  added  cost  of 
this  criterion  was  included  with  the  estimated  cost 
for  the  eagle  nest,  criterion  since  both  can  be  identified 
through  the  same  effort.   BLM  recommended  excluding 
common  kestrels  from  the  criterion  on  the  grounds  that, 
although  falcons,  they  do  not  require  this  level  of 
protection.   Industry  commenters  noted  that  there  are 
many  species  of  falcons,  some  of  which  are  fairly  common. 
Environmental  commenters  suggested  retitling  this  crite- 
rion "falcons".   They  also  stated  their  belief  that  the 
concurrence  of  the  Fish  and  Wildlife  Service  on  the 
buffer  area  should  be  required.   A  commenter  from  within 
BLM  also  questioned  whether  the  agency  could  make  unilaterial 
determinations  of  adequate  habitat. 


Recommendation 

OCLPC  recommends  that  the  same  language  as  used  for  the 
eagle  nest  criterion  be  used  here.   The  buffer  zone  might 
extend  for  a  few  hundred  yards  up  to  a  mile  or  more.   The 
actual  distance  between  the  nest  site  and  the  perimeter 
of  the  buffer  zone  should  be  based  principally  on  prey 
species  habitat  and  terrain  features  in  that  direction 
from  the  nest.   Common  kestrels  should  not  be  included 
with  the  criterion  for  the  reasons  given  previously.   The 
OCLPC  recommendation  for  the  final  criterion  follows; 


RECOMMENDED  CRITERION 

A  falcon  cliff  nesting  site  (excluding  kestrel  nest 
sites)  with  active  nests  and  a  buffer  zone  of  land  around 
the  nest  site  area  shall  be  considered  unsuitable. 
Consideration  of  availability  of  habitat  for  prey  species 
and  of  terrain  shall  be  included  in  the  determination  of 
buffer  zones.   Buffer  zones  shall  be  determined  in 
consultation  with  the  U.S.  Fish  and  Wildlife  Service. 

Exception;   (No  change) 
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PREFERRED  CRITERION  14  —  MIGRATORY  BIRDS 

Federal  lands  which  are  high  priority  habitat  for  migratory 
bird  species  of  high  Federal  interest  on  a  regional  or 
national  basis,  as  determined  jointly  by  the  surface 
management  agency  and  the  Fish  and  Wildlife  Service, 
shall  be  considered  unsuitable. 

Exception:   A  lease  may  be  issued  and  mining  operations 
approved  where  the  surface  management  agency,  after 
consultation  with  the  Fish  and  Wildlife  Service,  deter- 
mines that  all  or  certain  methods  of  coal  mining  will  not 
adversely  affect  the  migratory  bird  habitat  during  the 
periods  when  such  habitat  is  used  by  the  species. 

Comments 

The  coverage  of  this  criterion  is,  in  part,  mandatory 
under  the  Migratory  Bird  Treaty  Act  and,  in  part,  discre- 
tionary under  the  Fish  and  Wildlife  Coordination  Act. 
The  exception  is  based  on  discretionary  authority.   None 
of  the  test  areas  were  affected  by  application  of  the 
criterion.   The  data  task  force  expects  this  criterion  to 
add  $16,700  to  the  land  use  planning  process  of  the 
Bureau  per  two  million  acres  studied;  during  activity 
planning  the  criterion  would  add  about  $11,800  per 
200,00  acres.   The  BLM  had  no  specific  recommendations 
for  this  criterion.   The  BLM  Denver  workgroup  recommended 
adding  a  list  of  the  species  to  the  criterion.   It  also 
suggested  deleting  the  exception.   Industry  commenters 
suggested  that  terms  such  as  "high  priority  habitat"  and 
"high  Federal  interest"  should  be  defined.   These  com- 
menters also  felt  that  adequate  protection  could  be 
afforded  without  assessing  lands  as  unsuitable.   The 
availability  of  alternate  habitat  should  be  considered 
in  every  case.   Environmental  groups  suggested  that  the 
Fish  and  Wildlife  Service  must  concur  that  coal  mining 
activities  will  not  adversely  impact  habitat.   Some 
commenters  argued  that  the  criterions  should  not  be 
linked  to  "species  of  high  federal  interest"  because  all 
migratory  birds  are  protected  under  the  Migratory  Treaty 
Act,  not  just  those  of  high  federal  interest. 

Recommendation 

For  reasons  give  previously  OCLPC  does  not  recommend 
combining  the  exception  into  the  criterion.   OCLPC 
recommends  retaining  the  criterion  and  exception 
as  they  appear  in  the  preferred  program. 
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PREFERRED  CRITERION  15  —  STATE  RESIDENT  FISH  AND  WILDLIFE 

Federal  lands  which  the  surface  management  agency  and  the 
State  jointly  agree  are  fish  and  wildlife  habitat  for 
resident  species  of  high  interest  to  the  State  and  which 
are  essential  for  maintaining  these  priority  wildlife 
species  shall  be  considered  unsuitable.   Such  lands  may 
include  appropriate  buffer  zones  as  determined  jointly  by 
the  surface  management  agency  and  the  State.   Such  lands 
shall  include: 

(i)   active  dancing  and  strutting  grounds  for  sage 

grouse,  sharp-tailed  grouse,  and  prairie  chicken; 

(ii)   the  most  critical  winter  ranges  for  deer,  antelope, 
and  elk;  and 

(iii)   migration  corridors  for  elk. 

Exceptions:   A  lease  may  be  issued  and  mining  operations 
approved  if  the  surface  management  agency,  in  consultation 
with  the  State  wildlife  agency,  determines  that. 

(i)   complete  mitigation  is  possible;  or 

(ii)   the  species  being  protected  will  not  be  adversely 
affected  by  all  or  certain  stipulated  methods  of 
coal  mining. 

Exemptions:   This  criterion  does  not  apply  to  lands:   to 
which  the  operator  made  substantial  financial  and  legal 
commitments  prior  to  January  4,  1977;  on  which  operations 
were  being  conducted  on  August  3,  1977;  or  which  include 
operations  on  which  a  permit  has  been  issued. 


Comments 

This  criterion  is  based  on  the  Fish  and  Wildlife  Coordi- 
nation Act  and  the  Federal  Land  Policy  Management  Act. 
Both  the  criterion  and  the  exception  are  based  on  discre- 
tionary application  of  authority.   The  criterion  excluded 
lands  in  6  of  the  10  field  test  areas.   In  the  Williams 
Fork  area,  it  excluded  17.1%  of  the  land;  in  the  Red  Rim 
area  it  excluded  26%,  though  in  this  case  the  local 
surface  manager  concluded  later  that  land  could  be 
excepted  pending  further  study.   Smaller  amounts  of  land 
were  excluded  in  the  other  four  areas.   Deletion  of  this 
criterion  was  the  number  one  recommendation  of  the 
BLM  Denver  workshop  on  application  of  the  criteria, 
though  this  recommendation  was  not  accepted  by  the  BLM 
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Director.   Some  of  the  results  of  the  economic  analyses 
were  rerun  without  criterion  15  to  determine  what  effect 
it  was  having  on  the  exclusion  of  land.   Three  of  the 
test  areas  (Otter  Creek,  Ashland,  and  Colstrip)  contained 
areas  where  criterion  15  did  not  overlap  other  criterion 
so  that  its  impact  could  be  recomputed  directly.   As 
an  interesting  aside,  on  64%  of  the  criterion  applications 
there  was  overlap,  i.e.  on  the  average,  only  36%  of  the 
affected  acreage  was  unsuitable  due  to  a  single  criterion 
alone.   The  estimated  effect  of  eliminating  criterion  15 
is  measurable,  but  not  dramatic.   The  average  impact 
drops  from  6.8%  of  reserves  withheld  to  4.9%,  with  the 
upper  probability  bound  dropping  from  19.2%  to  12.7%. 
When  the  effect  of  multiple  use  decisions  is  considered 
together  with  the  effect  of  the  criteria,  there  is 
very  little  change  in  the  coal  land  excluded  with  and 
without  criterion  15.   The  Bureau  did  recommend  deleting 
exception  (i) ,  since  complete  mitigation  is  a  conceptual 
impossibility  in  their  view.   BLM  recommended  new  wording 
for  the  exception  to  emphasize  that  the  criterion  was 
aimed  at  long-term  population  effects.   The  BLM  Director 
recommended  using  the  habitat  types  cited  as  examples 
rather  than  required  minimums.   State  comments  on  the 
value  of  the  criterion  were  mixed,  though  there  was 
agreement  that  the  point  of  contact  for  consultations 
should  be  the  Governor's  office.   Industry  commenters 
felt  that  the  criterion  is  too  restrictive  and  might 
eliminate  a  significant  amount  of  federal  coal  from 
leasing.   Further,  they  stated  that  the  criterion  should 
be  modified  to  provide  a  better  balance  between  protecting 
the  desired  species  for  hunting  and  the  national  need  for 
coal,  and  that  the  terms  "priority"  and  "high  interest" 
are  vague  and  arbitrary.   Environmentalists  noted  that 
complete  mitigation  is  hard  to  achieve;  development 
should  be  allowed  to  proceed  only  if  the  coal  is  an 
outstanding  deposit  and  a  reasonable  nearby  alternative 
deposit  is  not  available;  and  concurrence  with  the  State 
wildlife  agency  and  the  Federal  wildlife  agency  should  be 
required.   A  few  commenters  suggested  that  all  critical 
wildlife  range,  not  just  the  "most"  should  be  included. 

Recommendation 

OCLPC  believes  that  the  controversy  generated  by  this 
criterion  is  not  substantiated  by  the  field  test  results. 
If  protection  of  resident  wildlife  is  left  to  the  multiple 
use  tradeoff  and  threshold  processes  rather  than  the 
unsuitability  process,  then,  OCLPC  suggests,  the  BLM 
should  be  given  a  specific  mandate  to  fully  consider  the 
resource  in  those  processes.   If  the  decision  is  to 
retain  the  criterion,  OCLPC  recommends  that  all  the 
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suggestions  of  the  Bureau  of  Land  Management  be  accepted. 
OCLPC  would  also  recommend  a  more  formal  process  for 
relations  with  the  States.   The  recommended  consultation 
procedure  set  out  earlier  should  ensure  this. 

POSSIBLE  CRITERION  (no  recommendation) 

Federal  lands  which  the  surface  management  agency  and  the 
State  jointly  agree  are  fish  and  wildlife  habitat  for 
resident  species  of  high  interest  to  the  State  and  which 
are  essential  for  maintaining  these  priority  wildlife 
species  shall  be  considered  unsuitable.   Examples 
of  such  lands  which  serve  a  critical  function  for  the 
species  involved  include: 

—  Active  dancing  and  strutting  grounds  for  sage  grouse, 
sharp-tailed  grouse,  and  prairie  chicken; 

—  Most-critical  winter  ranges  for  deer,  antelope,  and 
elk;  and 

—  Migration  corridors  for  elk. 

Such  lands  may  include  appropriate  buffer  zones  as 
determined  by  the  surface  management  agency  and  the 
State. 

A  lease  may  be  issued  and  mining  operation  approved  if, 
following  consultation  between  the  State  and  the  land 
management  agency,  it  is  determined  that  the  coal  mining 
will  not  have  a  significant  long-term  impact  on  the 
species  being  protected. 

Exception;   (Delete,  incorporate  in  criterion.) 
Exemptions ;   (No  change) 
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PREFERRED  CRITERION  16  —  WETLANDS 

Federals  lands  containing: 

(i)   inland  lakes,  impoundments,  and  associated  wetlands; 

(ii)   inland  shallow,  predominantly  vegetated  wetlands; 
or 

(iii)   riverine  wetlands  systems,  lower  and  upper  peren- 
nial systems  with  flow  greater  than  5  cubic  feet 
per  second,  and  riparian  zones  in  a  "relatively 
undisturbed"  state  that  are  larger  than  one  linear 
mile  along  a  riverine  system  shall  be  considered 
unsuitable. 

Exceptions:   A  lease  may  be  issued  and  mining  operations 
approved  where  the  surface  management  agency  determines 
that: 

(i)   the  use  of  appropriate  stipulated  mining  or  reclama- 
tion technology  will  not  significantly  affect  the 
wetlands  or  will  provide  for  complete  restoration; 
or 

(ii)   the  wetlands  contain  no  significant  values  for 

groundwater  recharge,  fish  and  wildlife  habitat, 
recreation,  or  scientific  study. 

Exemptions:   This  criterion  does  not  apply  to  lands:   to 
which  the  operator  made  substantial  financial  and  legal 
commitments  prior  to  January  4,  1977;  on  which  operations 
were  being  conducted  on  August  3,  1977;  or  which  include 
operations  on  which  a  permit  has  been  issued. 

Comments 

The  criterion  is  based  on  SMCRA,  the  Fish  and  Wildlife 
Coordination  Act,  Executive  Order  11990  and  the  Federal 
Water  Pollution  Control  Act;  all  are  discretionary.   The 
criterion  affected  land  in  three  test  areas:   in  the 
Williams  Fork  area  17%  of  the  land  was  excluded;  in 
Hanna,  10.8%;  and  in  Red  Rim,  a  minimal  amount.   The  data 
task  force  estimated  no  additional  costs  for  this 
criterion  during  land  use  planning  and  $3,600  per  200,000 
acres  extra  cost  during  activity  planning.   The  BLM 
suggested  changes  in  the  wording  of  this  criterion 
to  resolve  ambiguities.   Industry  pointed  out  that  the 
criterion  omits  two  statutory  qualifications  —  "signifi- 
cant damage"  and  "important"  (see  SMCRA) .   Industry  also 
recommended  that  the  definition  of  wetlands  should 
conform  to  the  Department's  circular  39  on  wetlands  and 
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not  be  expanded  by  including  EPA  thresholds.   Most 
environmentalists  thought  the  exceptions  were  too  subjec- 
tive and  should  be  struck  or  changed.   Several  commenters 
felt  that  the  Fish  and  Wildlife  Service  should  concur  in 
these  determinations.   One  commenter  requested  inclusion 
of  high  mountain  streams,  many  of  which  have  flows  less 
than  5  cubic  feet  per  second,  and  lowering  the  one-mile 
minimum  riparian  zone  length  for  protection. 


Recommendation 

OCLPC  concurs  in  the  suggested  BLM  wording  changes  to 
this  criterion  except  for  the  required  use  of  BLM  inven- 
tories.  All  data  sources  must  be  used  for  efficiency. 
For  reasons  stated  earlier,  OCLPC  recommends  that  the 
suggestion  to  incorporate  the  exception  in  the  criterion 
be  rejected.   The  OCLPC  recommendation  for  the  final 
criterion  follows: 

RECOMMENDED  CRITERION 

Federal  lands  which  contain  the  following  shall  be 
considered  unsuitable:   (1)  inland  lakes,  impoundments, 
and  associated  wetlands;  (2)  inland  shallow,  predominantly 
vegetated  wetlands;  and  (3)  riverine  wetland  systems 
including  lower  and  upper  perennial  streams  with  a  mean 
annual  flow  of  5  cubic  feet  per  second  and  with  signifi- 
cant, relatively  undisturbed  riparian  habitat  zones 
generally  of  a  mile  or  more  in  length. 

Exceptions:   A  lease  may  be  issued  and  mining  operations 
approved  where  (i)  the  surface  management  agency  determines 
that  the  use  of  appropriate  mining  and  reclamation 
technology  will  provide  for  complete  restoration  of  the 
wetland  to  its  former  level  of  biological  and  physical 
productivity  or  prevent  significant  adverse  effects  upon 
the  functions  of  the  wetland;  or  (ii)  where  the  surface 
management  agency  determines  that  the  wetland  contains  no 
significant  values  for  ground  water  recharge  fish  and 
wildlife  habitat,  recreational  uses,  or  scientific 
study. 

Exemptions :  (No  change) 


45 


PREFERRED  CRITERION  17  —  FLOODPLAINS 

Riverine,  coastal,  and  special  floodplains  (100-year 
recurrence  interval)  shall  be  considered  unsuitable. 

Exception;  A  lease  may  be  issued  and  mining  operations 
approved  where  the  surface  management  agency  determines 
that: 

(i)   leasing  a  particular  tract  and  approval  of  mining 

operations  is  the  only  practicable  method  of  access 
to  coal  lands  outside  the  floodplain  which  are  not 
unsuitable  under  any  other  criterion;  and 

(ii)   potential  for  harm  to  people  or  property  and 

natural  and  beneficial  values  of  floodplains  can  be 
minimized  through  stipulated  use  of  demonstrated 
and  available  mining  and  mitigation  measures. 

Exemptions;   This  criterion  does  not  apply  to  lands:   to 
which  the  operator  made  substantial  financial  and  legal 
commitments  prior  to  January  4,  1977;  on  which  operations 
were  being  conducted  on  August  3,  1977;  or  which  include 
operations  on  which  a  permit  has  been  issued. 


Comments 

This  criterion  was  based  on  SMCRA  and  Executive  Order 
11988;  it  represents  a  discretionary  use  of  authority. 
This  criterion  affected  lands  in  five  of  the  ten  field 
test  areas,  and  had  a  drastic  impact  on  leasing  of 
metallurgical  coal  in  Oklahoma.   The  greatest  impact  in 
the  Western  coal  areas  was  in  the  Hanna  test  area,  where 
10.9%  of  the  land  came  within  this  criterion.   The  data 
task  force  did  not  develop  estimates  of  the  cost  of  this 
criterion.   The  BLM  recommended  that  a  strict  interpreta- 
tion of  the  floodplain  E.O.  be  used  and  that  the  exception 
be  combined  with  the  criterion.   The  recommendation  of 
the  BLM  Denver  workgroup  was  to  make  the  criterion 
more  flexible.   Industry  felt  that,  as  written,  the 
criterion  goes  beyond  SMCRA  and  seems  to  have  no  justifi- 
cation.  One  commenter  suggested  applying  the  criterion 
only  to  perennial  streams  of  a  minimum  annual  average 
flow.   It  was  also  pointed  out  that  SMCRA  provides  that 
natural  hazard  lands  must  be  designated  where  coal 
mining  operations  "could  substantially  endanger  life  and 
property    ..."   This  should  be  built  into  the  terms  of 
the  criterion.   Most  environmental  groups  requested 
deletion  of  the  exceptions. 
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Recommendation 


byp 

criterion  follows: 

RECOMMENDED  CRITERION 

Riverine,  coastal,  and  special  floodplains  (100-year 
recurrence  interval)  shall  be  considered  unsuitable 
unless  the  surface  management  agency  determines,  alter 
consultation  with  the  U.S.  Geological  Survey,  that 
specific  leasing  can  be  undertaken  without  substantial 
threat  of  loss  to  people  or  property  and  the  natural  and 
benefical  values  of  the  floodplain  on  the  lease  tracts 
and  downstream. 

Exception:   (Delete) 

Exemptions:   (No  change) 
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PREFERRED  CRITERION  18  —  MUNICIPAL  WATERSHEDS 

Federal  lands,  which  have  been  committed  by  the  surface 
management  agency  to  i 
considered  unsuitable, 


management  agency  to  use  as  municipal  watersheds  shall  be 


Exception:   A  lease  may  be  issued  and  mining  operations 
approved  where: 

(i)   the  surface  management  agency  determines  that  all 
or  certain  stipulated  methods  of  coal  mining  will 
not  adversely  affect  the  watershed  to  any  signifi- 
cant degree;  and 

(ii)   the  municipality  or  water  users  concur  in  the 
issuance  of  the  lease. 

Exemptions:   This  criterion  does  not  apply  to  lands:   to 
which  the  operator  made  substantial  financial  and  legal 
commitments  prior  to  January  4,  1977;  on  which  operations 
were  being  conducted  on  August  3,  1977;  or  which  include 
operations  on  which  a  permit  has  been  issued. 


Comments 

This  criterion  is  based  on  discretionary  authority  under 
SMCRA,  the  Safe  Drinking  Water  Act,  and  the  Federal  Water 
Pollution  Control  Act.   No  lands  were  excluded  under  this 
criterion  during  field  testing,  and  the  data  task  force 
did  not  consider  the  criterion  to  have  significant  added 
cost  impacts.   The  Bureau  of  Land  Management  suggested 
wording  changes  to  resolve  ambiguities  that  arose  during 
field  testing.   Mainly,  this  recommendation  was  to  add 
the  significance  test  directly  to  the  criterion  rather 
than  maintain  it  as  an  exception.   BLM  also  recommended 
that  the  term  "water  user"  be  deleted  from  the  second 
exception  to  avoid  creating  an  opportunity  for  individual 
users  to  obstruct  coal  development  and  that  the  criterion 
be  limited  to  surface  watersheds.   Industry  commenters 
said  that  the  provision  in  SMCRA  only  requires  that  lands 
be  designated  unsuitable  where  long-range  productivity  is 
threatened  by  coal  mining  operations,  and,  since  studies 
to  determine  this  level  of  impact  are  best  conducted 
by  the  lessee  in  preparing  his  reclamation  study,  the 
criterion  should  be  deleted.   Exception  (i)  is  thought  by 
these  commenters  to  be  of  little  value  since  it  requires 
a  finding  based  on  pure  conjecture.   Environmentalists 
suggested  that  the  word  "committed"  be  deleted  from 
the  criterion  since  it  creates  a  possible  ambiguity. 
Most  of  these  commenters  wished  to  delete  exception  (i) 
or  to  require  the  determination  in  writing.   The  commenters 
also  pointed  out  that  any  exemption  must  comply  with  the 
terms  of  the  Safe  Drinking  Water  Act. 
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Recommendation 

As  previously  mentioned,  the  criteria  are  meant  to  be 
relatively  easy  and  inexpensive  to  apply.   They  are  meant 
to  require  only  the  identification  of  the  existence  of  a 
critical  resource  or  value  and  not  a  determination  of  its 
level  of  significance  or  of  relative  resource  values. 
For  this  reason,  the  exception,  which  does  require  such  a 
determination,  should  not  be  combined  with  the  main 
criterion.   OCLPC  agrees  with  the  recommendations  of  BLM 
regarding  deletion  of  "water  user".   OCLPC  does  not 
recommend  the  change  suggested  with  regard  to  adding  the 
term  "long-term  productivity"  since  the  criterion  is 
meant  to  protect  drinking  water  and  other  municipal  water 
uses  from  disruption.   The  OCLPC  recommendation  for 
the  final  criterion  follows: 

RECOMMENDED  CRITERION 

(No  change) 

Exception:   A  lease  may  be  issued  and  mining  operations 
approved  where: 

(i)   the  surface  management  agency  determines  as  a 

result  of  studies  that  all  or  certain  stipulated 
methods  of  coal  mining  will  not  adversely  affect 
the  watershed  to  any  significant  degree;  and 

(ii)   the  municipality  (incorporated  entity)  or  the 
responsible  governmental  unit  concurs  in  the 
issuance  of  the  lease. 

Exemptions:   (No  change) 
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PREFERRED  CRITERION  19  —  NATIONAL  RESOURCE  WATERS 

Federal  lands  with  National  Resource  Waters,  as  identified 
by  States  in  their  water  quality  management  plans,  and  a 
buffer  zone  of  Federal  lands  1/4  mile  from  the  outer  edge 
of  the  far  banks  of  the  water,  shall  be  unsuitable. 

Exception:   The  buffer  zone  may  be  eliminated  or  reduced 
in  size  where  the  surface  management  agency  determines 
that  it  is  not  necessary  to  protect  the  National  Resource 
Waters. 


Comments 

This  criterion  is  based  on  discretionary  authorities 
within  the  Federal  Water  Pollution  Control  Act  and  SMCRA. 
No  areas  falling  within  this  criterion  were  identified 
during  field  testing.   The  data  task  force  group  does  not 
expect  significant  added  costs  from  applying  this  criterion 
BLM  recommends  changing  the  requirement  for  a  strict 
1/4-mile  buffer  to  a  more  flexible  approach  tailored  to 
individual  cases  on  the  basis  of  ensuring  protection  to 
the  National  Resource  Waters.   Some  industry  commenters 
called  for  deletion  of  the  criterion;  industry  had  no 
other  specific  comment.   Environmentalists  called  for 
deletion  of  the  exception.   There  was  some  concern 
over  the  1/4-mile  buffer.   Environmentalists  felt  that 
such  an  arbitrary  buffer  between  a  potential  coal  lease 
and  a  Natural  Resource  Water  fails  to  take  into  account 
possible  hydrologic  interactions  between  the  river  and 
its  surrounding  countryside.   They  recommended  that  USGS 
determine  the  size  of  the  buffer  zone,   not  BLM.   Another 
commenter  suggested  involving  the  State  water  quality 
agency  in  the  exception  decision. 


Recommendation 

Again,  OCLPC  recommends  that  the  criterion  and  the 
exception  be  kept  separate.   In  this  case  the  exception 
contains  the  needed  flexibility  for  the  buffer  requested 
by  many  commenters,  but  its  application  requires  site 
specific  hydrologic  studies.   Application  of  the  criterion 
should  not  be  complicated.   OCLPC  recommends  retaining 
the  criterion  and  exception   as  they  appear  in  the 
preferred  program. 


50 


PREFERRED  CRITERION  20  —  PRIME  FARM  LANDS 

When  the  surface  management  agency,  with  the  concurrence 
of  the  Secretary  of  Agriculture  (Soil  Conservation 
Service) ,  identifies  Federal  lands  having  prime  farmland 
soils,  such  lands  shall  be  considered  unsuitable. 

Exceptions :   A  lease  may  be  issued  and  mining  operations 
approved  when: 

(i)   conditions  such  as  soil  rockiness,  angle  of  slope 
or  historic  or  other  conditions  leading  to  a 
negative  determination  under  the  permanent  regula- 
tions of  the  Office  of  Surface  Mining  Reclamation 
and  Enforcement  are  present;  or 

(ii)   scientific  studies  show  that  crop  yields  equivalent 

to  premining  crop  yields  on  non-mined  prime  farmlands 
in  the  surrounding  area  under  equivalent  levels  of 
management  could  be  obtained  and  that  an  operator 
or  potential  operator  could  meet  the  soil  reconstruc- 
tion standards  in  section  515(b)(7)  of  the  Surface 
Mining  Control  and  Reclamation  Act  of  1977  (30 
U.S.C.  1265  (b)(7)),  and  the  permanent  regulations 
of  the  Office  of  Surface  Mining  Reclamation  and 
Enforcement. 


Comments 

This  criterion,  and  the  succeeding  two  criteria,  were 
added  by  the  Under  Secretary  as  a  result  of  the  decision 
meeting  in  November  1978.   They  differ  from  the  other 
criteria  in  that  the  likelihood  of  making  a  decision  on 
whether  the  conditions  exist  for  their  application 
is  not  very  great  before  mining  plan  approval.   They  do 
make  the  unsuitability  criteria  more  consistent  with  the 
main  concerns  of  SMCRA.   This  criterion  is  discretionary 
under  SMCRA,  whereas  the  following  two  are  mandatory, 
This  criterion  affected  land  in  four  of  the  field  test 
areas.   The  largest  amount  of  land  affected  was  in 
the  Hanna  test  area  where  7.1%  of  the  land  was  classified 
as  prime  farmland.   The  data  task  force  estimated  that 
this  criterion  would  cause  minimal  cost  impacts  since  it 
is  only  meant  to  apply  where  data  have  been  previously 
developed.   BLM  recommended  greatly  simplifying  the 
criterion  through  deleting  the  exceptions  and  incorporat- 
ing their  intent  by  reference  to  the  regulatory  program 
of  the  Office  of  Surface  Mining  Reclamation  and  Enforce- 
ment.  Industry  feels  that  the  criterion  goes  beyond 
SMCRA,  which  makes  prime  farmlands  unsuitable  that  cannot 
be  restored  to  their  former  levels  of  productivity. 
(Note  that  this  concept  is  within  the  present  exceptions 
to  the  criterion.)   Environmentalists  asked  for  the 
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concurrence  of  OSM  in  the  determination  of  prime  farmland. 
One  commenter  suggested  combining  this  criterion  with  the 
criterion  regarding  alluvial  valley  floors  to  form  one 
criterion  aimed  at  "natural  resource  lands".   Another 
commenter  asked  that  the  criterion  be  extended  to 
cover  grazing  lands.   A  local  government  commenter  asked 
what  differentiation  was  being  made  between  prime  farmlands 
and  prime  farmland  soils. 


Recommendation 

OCLPC  recommends  that  the  criterion  and  exceptions 
be  retained  as  they  appear  in  the  preferred  program. 
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PREFERRED  CRITERION  21  —  ALLUVIAL  VALLEY  FLOORS 

Federal  lands  identified  by  the  surface  management 
agency,  with  the  concurrence  of  the  State  in  which  they 
are  located,  as  alluvial  valley  floors  according  to  the 
definition  and  standards  in  the  permanent  regulations 
under  the  Surface  Mining  Control  and  Reclamation  Act  of 
1977,  and  the  final  alluvial  valley  floor  guidelines  of 
the  Office  of  Surface  Mining  Reclamation  and  Enforcement, 
and  approved  State  programs  under  the  Surface  Mining 
Control  and  Reclamation  Act  of  1977,  where  mining  would 
interrupt,  discontinue,  or  preclude  farming,  shall  be 
considered  unsuitable.   Additionally,  when  mining 
Federal  land  outside  an  alluvial  valley  floor  would 
materially  damage  the  quantity  or  quality  of  water  in 
surface  or  underground  water  systems  that  would  supply 
alluvial  valley  floors,  the  land  shall  be  considered 
unsuitable. 

Exception:   A  lease  may  be  issued  and  mining  operations 
approved  where  all  or  certain  methods  of  coal  mining 
would  not  interrupt,  discontinue,  or  preclude  farming  on 
land  to  which  the  first  sentence  of  the  criterion  applies, 


Comments 

Determination  of  alluvial  valley  floors  is  mandatory 
under  SMCRA.   Alluvial  valley  floors  were  found  in  three 
of  the  ten  test  areas.   This  result  should  be  viewed 
cautiously  however  since  a  definite  determination  under 
this  criterion  is  very  difficult,  principally  because  the 
Department  has  not  yet  developed  workable  guidelines  for 
screening  large  areas  for  alluvial  valley  floors.   The 
data  task  force  estimates  added  costs  for  this  criterion 
of  $13,300  per  two  million  acres  during  land  use  planning. 
Its  costs  during  activity  planning  were  included  with  the 
reclamation  criterion  costs.   BLM  recommended  deleting 
the  requirement  for  the  concurrence  of  the  State  since  it 
was  feared  States  would  be  unwilling  to  concur  in  alluvial 
valley  floor  determinations  before  mine  plan  approval 
concurrence.   BLM  recommends  deletion  of  the  exception 
because  "there  is  no  conceivable  case  in  which  mining 
would  not  'interrupt,  discontinue  or  preclude  farming'." 
A  suggestion  is  made  that  land  not  be  declared  unsuitable 
unless  it  has  potential  to  be  farmed.   A  commenter  urged 
BLM  and  OSM  to  draw  up  reasonable  guidelines  for  the 
criterion.   Another  commenter  suggested  that  in  the 
second  sentence  "important"  or  "unique"  should  be  inserted 
before  "surface  or  underground  water  system".   Environmen- 
talists' comments  were  concerned  mainly  with  the  exception, 
which  they  felt  should  either  be  deleted  or  narrowed.   A 
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request  was  made  that  the  land  management  agency  have 
completed  inventories  of  alluvial  valley  floors  on  hand 
at  the  time  a  land  use  plan  is  prepared.   The  Solicitor 
has  advised  OCLPC  that  the  requirement  for  State  concur- 
rence exceeds  the  requirements  of  SMCRA. 

Recommendation 

OCLPC  recommends  that  the  exception  be  deleted. 
The  requirement  for  State  concurrence  should  be  changed 
to  State  consultation.   No  other  changes  to  the  criterion 
are  recommended.   It  should  be  noted  that  generally  the 
alluvial  valley  floor  determination  will  not  be  reached 
until  mine  plan  approval.   As  the  Department  becomes  more 
experienced  with  the  maturing  coal  management  program, 
our  ability  to  apply  this  criterion  will  increase.   The 
OCLPC  recommendation  for  the  final  criterion  follows: 

RECOMMENDED  CRITERION: 

Federal  lands  identified  by  the  surface  management 
agency,  in  consultation  with  the  State  in  which  they  are 
located,  as  alluvial  valley  floors  according  to  the 
definition  and  standards  in  the  permanent  regulations 
under  the  Surface  Mining  Control  and  Reclamation  Act  of 
1977,  and  the  final  alluvial  valley  floor  guidelines  of 
the  Office  of  Surface  Mining  Reclamation  and  Enforcement, 
and  approved  State  programs  under  the  Surface  Mining 
Control  and  Reclamation  Act  of  1977,  where  mining  would 
interrupt,  discontinue,  or  preclude  farming,  shall  be 
considered  unsuitable.   Additionally,  when  mining  Federal 
land  outside  an  alluvial  valley  floor  would  materially 
damage  the  quantity  or  quality  of  water  in  surface  or 
underground  water  systems  that  would  supply  alluvial 
valley  floors,  the  land  shall  be  considered  unsuitable. 

Exception:   (Delete) 
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PREFERRED  CRITERION  22  —  RECLAIMABILITY 

As  information  regarding  reclaimability  on  a  local  or 
regional  basis  becomes  available,  the  surface  management 
agency  shall  use  such  information  to  determine  if  areas 
of  Federal  land  are  reclaimable  to  the  standards  of  the 
Surface  Mining  Control  and  Reclamation  Act  of  1977,  the 
regulations,  and  approved  State  programs.   Examples 
of  information  on  reclaimability  would  be  soil  studies, 
hydrologic  studies,  and  studies  concerning  revegetation. 
If  any  area  is  determined  not  to  be  reclaimable,  such 
area  shall  be  considered  unsuitable. 

Exception:   A  lease  may  be  issued  and  mining  operations 
approved  upon  presentation  of  information  which  contains 
results  of  studies  showing  that  reclamation  is  possible 
to  the  standards  in  the  permanent  regulations  of  the 
Office  of  Surface  Mining  Reclamation  and  Enforcement,  and 
an  approved  State  program,  including  State  regulations. 


Comment 

Determination  of  reclaimability  is  mandatory  under  SMCRA. 
No  definite  determinations  of  unsuitability  based  on  this 
criterion  were  made  in  any  of  the  field  test  areas.   The 
coal  data  task  force  estimated  minimal  costs  for  this 
criterion  during  land-use  planning;  during  activity 
planning,  the  criterion  would  be  paid  for  out  of  the 
$7.5  million  EMRIA  program.   BLM  recommends  deleting  the 
exception  because  it  appears  to  add  nothing  new  to  the 
criterion.   Industry  commenters  note  that  this  criterion 
would  be  the  most  difficult  to  apply  on  a  uniform  and 
consistent  basis.   Another  comment  was  that  the  BLM 
should  be  charged  with  actively  seeking  and  obtaining 
information  rather  than  waiting  for  it  to  become  avail- 
able.  A  further  comment  along  this  line  was  that  Federal 
lands  should  be  judged  on  data  available  at  the  time  of 
lease  and  not  subject  to  cancellation  retroactively  for 
subsequent  developments.   Many  environmentalists  were 
concerned  that,  because  of  its  assumption  that  all  land 
is  reclaimable  until  proven  otherwise,  the  criterion  was 
in  direct  conflict  with  SMCRA.   They  maintain  that  the 
burden  of  proof  should  be  on  the  operator  to  prove  his 
proposed  mine  site  is  reclaimable.   Other  commenters 
asked  for  joint  determination  of  reclaimability  by  OSM 
and  BLM  and  a  requirement  that  information  on  reclaim- 
ability  be  available  at  the  time  the  assessment  is 
made. 
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Recommendation : 

OCLPC  recommends  that  the  exception  be  deleted.   No  other 
changes  to  the  criterion  are  recommended.   As  with 
alluvial  valley  floors,  our  ability  to  reach  determination 
on  reclaimability  should  increase  over  time.   The  OCLPC 
recommendation  for  the  final  criterion  follows: 

RECOMMENDED  CRITERION 

(No  change) 

Exception:   (Delete) 


56 


PREFERRED  CRITERION  23  —  STATE  LANDS  UNSUITABLE 

A  buffer  zone  of  Federal  lands  necessary  to  provide 
protection  for  any  adjacent  area  designated  as  land 
unsuitable  for  mining  by  the  State  shall  be  considered 
unsuitable . 

Exception:   The  buffer  zone  may  be  modified  or  eliminated 
where  the  surface  management  agency,  in  consultation  with 
the  State,  determines  that  all  or  parts  of  the  zone  are 
not  necessary  to  protect  the  designated  area. 

Exemptions :   This  criterion  does  not  apply  to  lands:   to 
which  the  operator  made  substantial  financial  and  legal 
commitments  prior  to  January  4,  1977;  on  which  operations 
were  being  conducted  on  August  3,  1977;  or  which  include 
operations  on  which  a  permit  has  been  issued. 


Comment 

Application  of  this  criterion  is  under  discretionary 
authority  within  SMCRA  and  the  Federal  Coal  Leasing 
Amendments  Act  of  1976.   There  are,  as  yet,  no  State 
proposed  criteria,  so  field  testing  was  not  possible. 
The  data  task  force  did  not  address  this  criterion. 
The  BLM  did  not  recommend  any  changes.   Industry  expressed 
the  belief  that  there  is  no  authority  for  designating 
buffer  zones  around  State  lands  unsuitable.   All  environ- 
mental commenters  asked  for  State  concurrence  rather  than 
consultation. 


Recommendation 

OCLPC  recommends  adoption  of  the  criterion.  The 
exception  should  be  modified  to  make  the  consultation 
requirement  clearer.   The  recommendation  for  the  final 
criterion  follows: 

RECOMMENDED  CRITERION 

A  buffer  zone  of  Federal  lands  necessary  to  provide 
protection  for  any  adjacent  area  designated  as  land 
unsuitable  for  mining  by  the  State  shall  be  considered 
unsuitable  if  the  surface  management  agency  determines 
that  the  State  criterion  merits  Federal  recognition,  but 
has  not  been  adopted  as  a  Federal  recognition  lands 
criterion  (under  criterion  23),  or  will  not  be  adopted  as 
a  Federal  lands  criterion  because  of  local  or  less  than 
national  applicability  or  significance. 

Exception:   The  buffer  zone  may  be  modified  or  eliminated 
where,  after  consultation  with  the  State,  the  surface 
management  agency  determines  that  all  or  parts  of  the 
buffer  zone  are  not  necessary  to  protect  the  designated 
area. 

Exemptions:   (No  change) 
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PREFERRED  CRITERION  24  —  STATE  PROPOSED  CRITERIA 

Federal  lands  in  a  State  to  which  is  applicable  a 
criterion  (i)  proposed  by  the  State,  and  (ii)  adopted  by 
rulemaking  by  the  Secretary  of  the  Interior,  shall  be 
considered  unsuitable. 

Exception:    A  lease  may  be  issued  and  mining  operations 
approved  when: 

(i)   such  criterion  is  adopted  by  the  Secretary  less 

than  6  months  prior  to  the  publication  of  the  draft 
land  use  plan,  or  supplement  to  a  land  use  plan, 
for  the  area  in  which  such  land  is  included, 
or 

(ii)   the  surface  management  agency,  in  consultation  with 
the  State,  determines  that,  although  the  criterion 
applies,  mining  will  not  adversely  affect  the  value 
which  the  criterion  would  protect. 

Exemptions :   This  criterion  does  not  apply  to  lands:   to 
which  the  operator  made  substantial  financial  and  legal 
commitments  prior  to  January  4,  1977;  on  which  operations 
were  being  conducted  on  August  3,  1977;  or  which  include 
operations  on  which  a  permit  has  been  issued. 


Comment 

Application  of  this  criterion  is  under  discretionary 
authority  within  SMCRA  and  the  Federal  Coal  Leasing 
Amendments  Act  of  1976.   There  are,  as  yet,  no  State 
proposed  criteria,  so  field  testing  was  not  possible. 
The  data  task  force  did  not  address  this  criterion. 
The  BLM  did  not  recommend  any  changes.   Industry  suggested 
combining  this  criterion  with  the  following  criterion  on 
buffer  zones  around  State  lands  unsuitable.   Some  com- 
menters  also  requested  that  "significantly"  be  inserted 
before  "adversely  affect"  in  part  (ii)  of  the  exception. 
A  previous  concern  of  some  commenters  (that  the  exception 
was  written  so  that  the  criterion  could  only  be  applied 
to  areas  included  in  new  land  use  plans)  was  addressed  in 
the  final  programmatic  environmental  impact  statement  and 
this  change  is  included  above.   Commenters  went  further 
to  suggest  that  the  grandfathering  in  exception  (i)  was 
not  needed.   There  were  also  some  concern  that  the 
States  could  not  adopt  a  program  of  their  own  and  propose 
criteria  that  would  be  adopted  by  the  Department  until 
some  time  in  the  distant  future.   Thus,  there  would  be  no 
way  to  apply  this  criterion  to  upcoming  plans.   Concurrence 
of  the  State  in  exception  (ii)  was  requested. 


Recommendation 

OCLPC  recommends  adoption  of  the  criterion  as  is,  but 
exception  (ii)  should  be  modified  to  make  the  consultation 
requirements  clearer.   The  OCLPC  recommendation  for  the 
final  criterion  follows: 

RECOMMENDED  CRITERION 

(No  change) 

Exception; 

(i)   (No  change) 

(ii)   after  consultation  with  the  state,  the  surface  manage- 
ment agency  determines  mining  will  not  adversely 
affect  the  value  which  the  criterion  would  protect. 

Exemptions :   (No  change) 
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GENERAL  EXCEPTION 

Federal  lands  with  coal  which  will  be  mined  by  underground 
mining  methods  will  not  be  considered  unsuitable  where 
the  mining  will  result  in  no  surface  effects.   Where 
underground  mining  will  produce  surface  effects  on 
Federal  lands  to  which  a  criterion  applies,  those  lands 
will  be  considered  unsuitable  unless  the  conditions  exist 
to  permit  an  exception.   Surface  effects  include  surface 
occupancy,  subsidence,  fire,  and  other  environmental 
impacts  of  underground  mining  which  are  manifested  on  the 
surface . 


Comments 

Both  the  field  test  teams  last  summer  and  those  this 
spring  expressed  great  discomfort  with  this  exception. 
Using  the  exception,  the  local  land  manager  would  classify 
land  as  unsuitable,  but  then  would  apply  the  exception 
across  all  of  these  lands  and  except  them  with  stipulation. 
Environmentalists  commenting  on  this  exception  felt 
that  it  left  too  much  to  the  discretion  of  the  local  land 
manager . 


Recommendation 

OCLPC  believes  that  the  application  of  unsuitability  to 
areas  in  which  only  underground  mining  is  possible  (thus, 
this  exception)  has  a  valid  purpose  in  that  it  clearly 
lays  out  those  areas  in  which,  the  Department  generally 
would  prefer  that  coal  mining  not  take  place.   Even 
though  most  unsuitable  land  could  be  excepted  through 
stipulation,  we  would  still  prefer  that  leasing  occur  on 
lands  which  are  unqualif iably  acceptable  rather  than  on 
lands  that  are  acceptable  pending  further  study  of 
stipulations.   The  exception  differs  from  all  other 
exceptions  in  the  unsuitability  screening  process  in 
that  it  must  be  applied  everywhere  instead  of  in  just 
those  areas  where  a  specific  problem  warrants  the  addi- 
tional study  needed  to  apply  an  exception.1 
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ADDITIONAL  CRITERIA 

OCLPC  recommends  that  the  Department  should  direct  the 
Bureau  of  Land  Management  to  form  a  working  group  with 
participation  from  appropriate  Offices  and  Bureaus  in 
the  Department  to  develop,  in  cooperation  with  the  Environ- 
mental Protection  Agency,  for  consideration  by  the  Secretary 
candidate  language  for  unsuitability  criteria  on  prevention 
of  significant  deterioration  of  airsheds  and  protection 
of  sole  source  aquifers. 
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Recommended  New  Criteria 

Listed  below  are  recommendations  for  additional  criteria 
submitted  by  commenters  on  the  program.   OCLPC ' s  response 
is  given  following  each  comment.   Two  suggestions  are 
recommended  for  further  study. 

(Environmentalists) 

1.  Include  toxic  substances,  cumulative  impacts  of 
mines,  and  socio-economic  threshold.   (Toxic  substances 
would  be  included  in  determination  of  reclamation  poten- 
tial; cumulative  impacts  of  mines  and  socio-economic 
threshold  are  considered  through  the  regional  lease  sale 
EIS.) 

2.  No  criteria  are  proposed  for  natural  systems  or 
the  cumulative  impacts  of  leasing  on  systems.   Parts 
of  systems  are  listed,  but  the  integration  of  various 
components  of  ecosystems  is  not  fully  addressed.  (Protec- 
tion of  rare  natural  systems  is  provided  by  criterion  8)  . 

3.  Water  supply,  water  quality  and  air  quality,  par- 
ticularly visibility  requirements  of  the  Clean  Air  Act 
and  fugitive  dust,  should  be  addressed.   (OCLPC  recommends 
additional  study  of  the  possibility  of  air  quality 
criteria.   Water  quality  is  addressed  through  several  of 
the  criteria  and  in  the  regional  lease  sale  EIS.) 

4.  Section  522(a)(3)(C)  and  (D)  require  that  renewable 
resources  lands,  particularly  aquifers  and  aquifer 
recharge  areas  and  natural  hazard  areas,  be  unsuitable. 
Task  Force  2  included  such  criteria  and  they  were  deleted. 
This  deletion  is  unacceptable.   (Task  Force  2  deleted 
these  criteria  because  they  must  be  studied  on  a  site 
specific  basis.   Inclusion  at  land  use  planning  would  not 
produce  any  benefits;  however,  OCLPC  is  recommending  a 
study  of  adding  a  criterion  on  sole-source  aquifers.) 

5.  Additional  criteria  should  be  added  which  address 
other  resource  values  of  National  Forests  besides  wilderness 
review  and  deep  mining  in  Custer  National  Forest.   (The 

use  of  unsuitability  criteria  by  the  Forest  Service 
will  recognize  their  special  concerns  and  policies.) 

6.  Natural  hazard  lands  should  be  included.   (Natural 
hazard  lands  were  not  included  because  they  can  only  be 
studied  on  a  site  specific  basis;  they  will  be  included 
when  considering  mine  permit  approval.) 
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(Federal  Agency) 

7.  Interior  should  consider  new  leasing  on  a  one-for-one 
basis  with  leases  identified  as  unsuitable.  (Our  studies 
show  that  the  criteria  will  have  no  effect  on  the  general 
availabililty  of  good  tracts  for  leasing.) 

8.  Criteria  should  include  compliance  with  EPA  regulations 
for  prevention  of  significant  deterioration  (PSD)  for  air 
quality  involving  visibility  impacts.   EPA  volunteered  to 
assist  the  Department  in  the  preparation  of  language  for 
additional  unsuitability  criteria.   (OCLPC  recommends 

that  the  Department  accept  the  EPA  offer  of  assistance 
and  begin  a  study  of  possible  air  quality  criteria.) 

9.  EPA  sole-source  drinking  water  aquifers  should  be 
included  in  the  criteria.   (See  8.  above.) 

10.  Reclaimability  studies  and  decisions  should  be  made 
at  the  tract  selection  phase  before  any  leasing  is  done. 
(The  study  by  our  data  task  force  has  shown  that  this 
suggestion  is  not  cost-effective.) 

(Local  Organization) 

11.  Offsite,  socioeconomic  and  cumulative  impacts  should 
be  considered  as  separate  criteria.   (Cumulative  impacts 
of  mines  and  socio-economic  threshold  are  considered 
through  the  regional  lease  sale  EIS.) 

12.  Proposed  threshold  levels  in  the  BLM  land  use 
planning  system  should  be  clearly  defined  and  included  in 
the  unsuitability  criteria.   (The  threshold  levels  are 
treated  in  the  BLM  planning  regulations;  anticipating  all 
possible  situations  in  which  this  technique  could  be 
applied  does  not  seem  beneficial.) 

(State  Institution) 

13.  Areas  of  Critical  Environmental  Concern  (ACEC) 
should  be  excluded  from  leasing.   (ACECs  are  areas  for 
concentrating  management  attention,  they  are  not  neces- 
sarily areas  where  coal  mining  would  be  unsuitable.) 

14.  There  is  no  commitment  to  the  designation  of  natural 
areas  for  preservation  of  "typical"  (as  well  as  rare) 
natural  ecosystems.   (Criteria  8  potentially  addresses 
"typical"  ecosystems.) 

15.  Paleontological  areas  should  be  treated  separately. 
(Paleontological  sites  and  coal  mines  often  overlap; 
recording  the  data  available  from  these  sites  may  be 
enhanced  by  mining.   This  concern  is  best  provided  for  in 
mining  stipulations.) 
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Additional  Unsuitability  Decisions 

Two  additional  decisions  on  the  unsuitability  process  are 
needed  -  on  the  use  of  unsuitability  for  the  Federal 
lands  review  on  Forest  Service  lands  and  on  the  unsuit- 
ability petition  process. 

a) .   Federal  Lands  Review  for  Unsuitability  on  National 
Forests 

The  Surface  Mining  Act  provides  that  the  Secretary  of  the 
Interior  shall  review  Federal  lands  to  identify  those  "that 
are  unsuitable  for  all  or  certain  types  of  surface  mining 
operations.   The  July  5,  1978,  intradepartmental  division 
of  responsibilities  memorandum  recognized  this  by  provid- 
ing that  BLM  would  conduct  the  Federal  lands  review  "in 
substantial  consultation  with  OSM,  GS  and  other  surface 
managing  agencies  as  appropriate." 

BLM  proposes  to  enter  into  a  Memorandum  of  Understanding 
(MOU)  with  the  Forest  Service  which  would  delegate  to  the 
Forest  Service  the  responsibility  to  carry  out  the 
Federal  lands  review  on  National  Forest  lands  as  part  of 
its  land  use  planning  function,  just  as  BLM  is  to  carry 
out  the  review  on  BLM-administered  lands  as  part  of  its 
land  use  planning  function. 

Since  the  Federal  Coal  Leasing  Amendments  Act  of  1976  spoke 
to  Forest  Service  land  use  plans  as  the  basis  for  Interior 
coal  leasing  on  National  Forest  lands,  BLM  has  never 
assumed  that  it  should  do  coal-related  land  use  planning 
on  National  Forest  lands.   On  BLM  lands,  this  Department  has 
endorsed  the  idea  that  land  use  planning  is  the  appropriate 
time  and  context  for  the  application  of  the  unsuitability 
criteria.   The  same  reasoning  appears  to  be  fully  applicable 
to  National  Forest  lands  and  Forest  Service  land  use 
planning. 

The  draft  Forest  Service-BLM  MOU  is  based  on  the  following 
assumptions:   (1)  it  will  constitute  a  delegation  of  a 
statutory  Interior  function  to  Agriculture  for  better  and 
more  efficient  implementation;  (2)  the  unsuitability 
criteria  to  be  applied  by  the  Forest  Service  will  be 
issued  by  Interior  (the  March  19  rulemaking  proposal 
contained  unsuitability  criteria  designed  to  apply 
for  all  agencies  in  the  Federal  lands  review);  and  (3) 
the  MOU  would  provide  that  either  BLM  could  or  Forest 
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Service  would  conduct  land  use  analyses,  including 
application  of  the  unsuitability  criteria,  for  coal- 
related  actions  if  the  Forest  tract  did  not  justify  the 
costs  of  preparation  of  a  comprehensive  land  use  plan,  or 
such  a  plan  would  not  be  completed  by  the  time  it  would 
be  needed  for  a  specific  coal-related  action.   The 
Secretary's  endorsement  is  sought  for  proceeding  with  the 
MOU,  and  for  elements  of  the  agreement  on  the  conduct  of 
the  Federal  lands  review  on  National  Forest  lands. 

If,  in  order  to  assure  consistent  conduct  of  the  Federal 
lands  review,  Interior  retains  the  authority  to  promulgate 
the  unsuitability  criteria  applicable  in  the  Federal 
lands  review  for  all  Federal  lands,  a  subsidiary  question 
arises — whether  any  criterion  may  be  different  on  BLM 
lands  than  on  National  Forest  lands. 

While  uniformity  is  desirable,  it  is  likely  that  the 
Forest  Service  will  seek  to  apply  "different"  criteria 
in  two  cases:   1)  those  criteria,  like  the  wilderness 
study  area  criterion,  where  BLM  and  Forest  Service  have 
different  statutory  authorities  under  which  they  act;  and 
2)  those  criteria  where  the  policies  of  the  two  agencies, 
as  carried  out  in  land  use  planning,  give  different 
emphasis  to  certain  values  and  use  certain  terms  of  art 
to  describe  land  use  planning  determinations. 

The  Secretary's  endorsement  of  the  concept  that  the  cri- 
teria may  not  be  identical  on  both  Forest'  and  BLM-admin- 
istered  lands  is  sought.   The  agencies  tentatively  agree 
that  the  reservation  of  the  authority  to  the  Secretary  of 
the  Interior  to  issue  the  unsuitability  criteria  as 
regulations,  including  the  criteria  applicable  on  National 
Forest  lands,  assures  that  no  Forest  lands  criterion  will 
be  adopted  without  Secretarial  determination  that  it  is 
based  on  a  legitimate  distinction  in  statutory  or  land 
use  planning  requirements,  and  that  the  Federal  lands 
review  retains  its  overall  consistency  and  integrity. 

The  text  of  any  National  Forest  lands-specific  criteria 
would  be  presented  to  the  Secretary  for  his  approval  in 
the  draft  final  coal  management  rulemaking  in  mid-June, 
and  subsequent  proposals  could  be  considered  at  any  time 
thereafter . 
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In  the  decision  paper  the  following  options  are 
presented. 

Federal  lands  review  on  National  Forest  lands. 

1.   The  BLM  should  enter  into  MOU  to  have  Forest 
Service  conduct  unsuitability  assessments  on 
National  Forest  lands. 

Concur 


Concur  with  modification 
Do  not  concur 


2.   Elements  of  MOU 

a.   Unsuitability  criteria  will  not  be 
in  MOU  but  in  Interior  coal  management  regulations 

Concur 


Concur  with  modification 
Do  not  concur 


b.   The  regulations  or  MOU  should  provide 
for  unsuitability  review  in  land  use  analyses 
if  no  Forest  Service  land  use  plan  will  be 
prepared  at  all  or  in  time  for  specific 
proposal. 

Concur 


Concur  with  modification 
Do  not  concur 


3.   Allow  variations  in  unsuitability  criteria 
should  be  allowed  on  BLM  and  Forest  Service  lands 
in  Federal  coal  management  regulations. 

In  no  case 


Only  when  required  by  law 
On  a  case-by-case  basis 
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b) .   Petitions  to  Designate  Federal  Lands  Unsuitable 
for  Surface  Coal  Mining 

Section  522(c)  of  the  Surface  Mining  Control  and  Reclamation 
Act  of  1977  (SMCRA)  permits  any  person  having  an  interest 
in  an  area  which  is  or  may  be  adversely  affected  to 
petition  to  have  that  area  designated  as  unsuitable  for 
surface  coal  mining  operations,  or  to  have  such  a  designa- 
tion terminated.   This  provision  is  applicable  to  Federal 
lands . 

With  respect  to  lands  administered  by  BLM,  the  Under 
Secretary  on  July  5,  1978,  approved  a  delegation  of 
authority  that  gives  BLM  the  responsibility  to  administer 
the  Federal  lands  review  through  its  land-use  planning 
system  and  the  Office  of  Surface  Mining  Reclamation  and 
Enforcement  (OSM)  the  responsibility  to  administer  the 
statutory  petition  process. 

The  Federal  lands  review  under  section  522(b)  of  SMCRA, 
it  must  be  emphasized,  is  not  a  program  for  the  designation 
of  lands  as  unsuitable  for  mining.   Formal  designation  of 
federal  lands  as  unsuitable  will  occur  only  in  response 
to  a  petition  to  designate  under  section  522(c)  of  SMCRA. 
The  results  of  the  Federal  lands  review,  rather  than 
"designation"  under  522(c)  of  SMCRA,  will  be:   (a)  land-use 
planning  determinations  or  trade-offs  between  competing 
resource  values  and  land  uses;  and  (b)  unsuitability 
assessments  or  land-use  planning  recommendations  to 
condition  any  leasing  or  mining,  or  to  withdraw  the  lands 
from  leasing.   This  conclusion  is  derived  directly  from 
the  statutory  definitions  of  the  terms  used  to  describe 
the  petition  and  designation  process  under  subsection 
522(c),  and  the  differences  in  the  Federal  lands  review 
under  section  522(b). 

A  lessee's  right  to  produce  from  a  lease  could  be  affected 
by  both  the  Federal  lands  review  and  the  petition  process. 
The  SMCRA  forbids  the  Department  from  approving  a  mining 
plan  for  lands  that  have  been  designated  as  unsuitable. 
In  the  absence  of  a  petition,  the  Department's  preferred 
alternative  is  not  to  approve  a  mining  plan  for  an 
existing  lease  until  after  it  has  reviewed  the  leased 
lands  for  possible  unsuitability.   Thus,  review  of  the 
unsuitability  of  leased  lands  could  take  place  either 
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through  the  land-use  planning  process  under  section  202 
of  the  Federal  Land  Policy  and  Management  Act  of  1976 
(FLPMA) ,  43  U.S.C.  section  1712,  which  is  the  primary 
vehicle  for  the  Federal  lands  review,  or  another  surface 
management  agency's  planning  process,  through  the  petition 
process,  or  through  the  mine  plan  approval  process. 

It  must  also  be  emphasized  that  assessment  of  lands  as 
subject  to  an  unsuitability  criterion  does  not  mean 
(exemptions  aside)  that  no  mining  may  occur  there.   The 
Federal  lands  review  is  to  assess  whether  the  lands  are 
"unsuitable  for  all  or  certain  types  of  surface  coal 
mining  operations."   While  the  term  "surface  coal  mining 
operations"  does  include  "surface  operations  and  surface 
impacts  incident  to  an  underground  coal  mine",  it  is 
clear  that  some  unsuitability  assessments  will  result  in 
recommendations  only  against  leasing  for,  or  prohibitions 
against,  mining  of  certain  types.   These  considerations 
will  be  considered  as  an  integral  part  of  the  application 
of  the  unsuitability  criteria  (either  in  land-use  planning 
or  in  the  mine  plan  approval  process)  or  in  the  designation 
of  lands  in  response  to  a  petition. 

For  an  individual,  group,  organization,  or  entity  to 
submit  a  complete  petition,  QSM's  regulations  (30  CFR 
765.13 (b) & (c) )  require  that  the  petitioner  provide: 

1.  location  and  size  of  the  area; 

2.  allegation  of  facts  and  evidence  which  would  tend  to 
support  the  allegation; 

3.  a  description  of  how  the  petitioner  would  be  adversely 
affected; 

4.  the  petitioner's  name,  address,  and  telephone  number; 
and 

5.  a  description  of  how  mining  has  or  could  affect 
people,  land,  air,  water  or  other  resources. 

These  requirements,  could  extend  petitioning  rights  to 
virtually  all  Federal  lands  underlain  by  coal,  regardless 
of  that  coal's  development  potential. 
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Careful  application  of  the  petition  process  is  needed  to 
assure  the  achievement  of  two,  possibly  conflicting, 
goals: 

1.  The  public  has  genuine  petition  opportunities  under 
Section  522(c);  and 

2.  The  Department's  resources  are  expended  only  on 
petitions  that  are  pertinent  to  lands  that  will  be 
considered  in  future  coal  leasing  decisions. 

OSM's  role,  under  the  Under  Secretary's  delegation,  is  to 
receive  and  screen  petitions,  forward  accepted  petitions 
to  BLM  (the  land  management  agency)  for  technical  review 
and  evaluation,  hold  public  hearings  as  appropriate,  and 
to  issue  or  to  recommend  to  the  Secretary  a  decision 
regarding  the  petition. 

BLM's  role  is  to  conduct  a  review,  including  field 

investigations,  of  the  allegations  set  forth  in  the 

petition  and  to  recommend  to  OSM  a  decision  regarding 
the  petition. 

It  is  clear  that  OSM's  role  in  screening  and  accepting 
petitions  for  technical  review  and  decision  is  critical 
to  the  achievement  of  the  goals  outlined  above.   Screening 
standards  related  to  inadequate  or  clearly  frivolous 
petitions  should  be  readily  available  for  incorporation 
into  OSM  guidelines.   Standards  related  to  the  identifica- 
tion of  the  area  included  in  the  petition,  and  thus  to 
the  size  of  the  area,  are  not  so  obvious.   Standards  for 
screening  petitions  on  the  basis  of  significance  in  terms 
of  whether  they  affect  future  coal  leasing  decisions  are 
undefined  at  this  time. 

(Decision  Option)   OSM  is  to  screen  petitions  as  they 
are  received  from  the  perspective  of  the  goals  outlined. 
OSM  is  to  develop  formal  petition  screening  standards  in 
consultation  with  BLM,  for  review  by  the  Assistant 
Secretary  -  Energy  and  Minerals  and  the  Assistant 
Secretary  -  Land  and  Water  Resources  to  achieve  the  goals 
outlined,  and  then  to  publish  such  criteria  at  the 
earliest  possible  time  for  the  guidance  of  Department 
officials  and  the  public. 

Approve  


Disapprove  
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Issue  Paper  2 

TIMING  OF  SURFACE  OWNER  CONSENT  COMMITMENT 

Issue:   The  proposed  regulations  for  the  Federal  coal 
management  program  provide,  for  comment  purposes  only,  the 
opportunity  for  qualified  surface  owners  (under  section  714 
of  SMCRA)  to  indicate  firm  intent  to  deny  consent  for 
surface  coal  mining  during  the  surface  owner  consultation 
process,  that  is  to  say,  in  land  use  planning.   This  feature 
was  considered  previously  by  the  Under  Secretary  and  a 
decision  on  it  was  deferred.   The  issue  is  whether  this 
provision  should  be  maintained  in  final  rulemaking. 
The  acknowledged  right  of  a  qualified  surface  owner  to 
grant  or  deny  consent  during  the  activity  planning  phase 
is  not  affected  by  this  issue. 

Background:   Section  714  of  the  Surface  Mining  Control 
and  Reclamation  Act  of  1977  (SMCRA)  provides  that,  in 
cases  where  Federal  coal  is  overlain  by  private  surface 
owned  by  a  special  class  of  owners,  the  Secretary  may 
not  issue  a  coal  lease  for  surface  mining  purposes  unless 
the  surface  owner  has  granted,  in  writing,  valid  consent 
to  conduct  such  mining  operations.   Members  of  this 
special  class  of  surface  owners  are  defined  as  persons 
who : 

.  Hold  legal  or  equitable  title  to  the  land  surface; 
and 

.  Have  their  principal  places  of  residence  on  the 
land  or  personally  conduct  farming  or  ranching 
operations  on  the  land  or  receive  a  significant 
portion  of  their  income  from  farming  or  ranching 
the  land;  and 

.  Have  met  these  two  conditions  for  at  least  three 
years  prior  to  granting  their  consent. 

Section  714  also  requires  that  surface  owners  be 
consulted  during  land  use  planning.   The  provision 
reads: 

In  order  to  minimize  disturbance  to  surface  owners 
from  surface  coal  mining  of  Federal  coal  deposits  and 
to  assist  in  the  preparation  of  comprehensive  land-use 
plans  required  by  section  2(a)  of  the  Mineral  Lands 
Leasing  Act  of  1920,  as  amended,  the  Secretary  shall 
consult  with  any  surface  owner  whose  land  is  proposed 
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to  be  included  in  a  leasing  tract  and  shall  ask  the 
surface  owner  to  state  his  preference  for  or  against 
the  offering  of  the  deposit  under  his  land  for  lease. 
The  Secretary  shall,  in  his  discretion,  but  to  the 
maximum  extent  practicable,  refrain  from  leasing  coal 
deposits  for  development  by  methods  other  than 
underground  mining  techniques  in  those  areas  where  a 
significant  number  of  surface  owners  have  stated  a 
preference  against  offering  the  deposits  for  lease. 

This  consultation  requirement  differs  sharply  from 
the  consent  requirement.   Whereas  the  consent  requirement 
is  related  to  the  activity  planning  process,  is  mandatory, 
and  concerns  an  individual's  authority  to  prevent  surface 
mining  on  his  specific  land,  the  consultation  requirement 
is  related  to  the  land  use  planning  process,  provides 
limited  discretion  to  the  responsible  Federal  official, 
and  concerns  the  authority  of  a  group  of  individuals  to 
influence  surface  mining  on  a  wider  area  which  also 
encompasses  their  individual  properties. 

During  consultation,  the  Department  would  consult 
with  the  qualified  surface  owners  whose  land  might  be 
included  in  areas  acceptable  for  further  consideration 
for  leasing  and  ask  them  to  state  their  preferences  for 
or  against  the  offering  of  the  deposit  under  their  lands 
for  lease.   It  would  also  request  disclosure  of  any 
consents  for  mining  already  given  by  the  surface  owners. 
The  Department  would,  to  the  maximum  extent  practicable, 
refrain  from  leasing  coal  deposits  for  development  by 
methods  other  than  underground  mining  in  areas  where  a 
significant  number  of  qualified  surface  owners  state 
a  preference  against  the  offering  of  the  deposits  for 
lease.   Although  portions  of  these  areas  might  still  be 
designated  as  acceptable  for  further  consideration  for 
coal  leasing,  the  land  use  plan  would  contain  the 
recommendation  that  no  leasing  take  place  in  the  areas 
unless  there  are  no  acceptable  alternative  local  areas 
available  to  meet  the  leasing  target  for  the  entire  coal 
region. 

As  mentioned,  the  Under  Secretary  directed  the  BLM 
to  seek  in  the  proposed  regulations  comment  on  a  trial 
provision  which  included  an  additional  restriction  that 
could  apply  during  consultation.   Under  this  provision, 
the  Department  would  provide  on  the  consultation  form  a 
place  for  the  qualified  surface  owner  to  register  not 
only  his  preference  for  or  against  surface  mining  of  his 
land  but  also  whether  he  has  a  firm  intent  not  to 
consent  to  such  mining  during  the  life  of  the  land  use 
plan  (a  maximum  of  10  years  in  the  BLM's  draft  final 
planning  regulations) .  After  the  surface  owner  consultation 
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screen  has  been  applied  and  the  local  land  manager  (1) 
has  determined  each  general  area  in  which  a  significant 
number  of  qualified  surface  owners  has  expressed  a 
preference  against  leasing,  and  (2)  has  made  a  determina- 
tion concerning  the  removal  of  those  preference  areas 
from  the  areas  which  the  land  use  plan  will  identify  as 
acceptable  for  further  consideration  for  leasing  for  the 
surface  mining  of  coal,  the  disclosures  of  firm  intent 
not  to  consent  would  be  considered.   Those  specific 
lands  covered  by  firm  intent  disclosures  would  be 
removed  from  any  further  consideration  for  leasing  for 
the  surface  mining  of  coal  in  the  land  use  plan. 

As  a  consequence  of  these  procedures,  any  land 
covered  by  a  firm  intent  disclosure  on  the  consultation 
form  would  not  be  considered  for  leasing  again,  if  the 
coal  were  to  be  developed  by  surface  mining  methods,  for 
the  life  of  the  land  use  plan  even  if  a  preference  area 
encompasses  it  and  the  BLM  decides  to  lease  in  that 
area.   The  only  exception  would  be  when  the  ownership  of 
the  land  changes  and  the  new  owner  either  is  not  a 
qualified  surface  owner  or  is  willing  to  file  a  written 
consent  to  surface  mining,  and  the  land  management 
agency  elects  to  amend  the  land  use  plan. 

Should  the  surface  owner  not  be  willing  to  make  a 
decision  during  consultation,  he  would  still  be  able  to 
exercise  his  surface  owner  protection  rights  under  the 
subsequent  consent  acquisition  procedures  of  the  prefer- 
red program. 

The  first  review  of  the  regulation  comments,  while 
revealing  a  fair  amount  of  interest  in  this  trial  propos- 
al, did  not  disclose  any  distinct  opinion  for  or  against 
it.   The  final  summary  of  regulation  comments,  accompanying 
this  Document,  summarizes  public  views  of  this  issue. 

This  trial  provision  was  added  to  the  proposed 
regulations  because  comments  received  on  example  regula- 
tions indicated  concern  over  leaving  to  the  local  land 
manager  the  decision  on  whether  to  exclude  from  further 
consideration  for  leasing  both  the  general  area  for  which 
preference  against  leasing  had  been  expressed  and  the 
specific  land  for  which  avowed  firm  intents  to  withhold 
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consent  had  been  expressed,  as  was  then  proposed. 
Commenters  felt  this  policy  places  more  discretion  in 
the  land  manager  than  is  intended  under  section  714. 
Under  the  option  discussed  here,  the  land  manager  must 
exclude  from  further  consideration  for  leasing  those 
areas  whose  qualified  surface  owners  deny  consent  to 
mine  surface  coal  at  the  time  of  consultation. 

A  second  reason  for  this  trial  provision  was  the 
concern  that,  if  a  qualified  surface  owner  who  firmly 
intends  not  to  provide  consent  to  surface  mine  his  land 
could  prevent  the  leasing  of  his  land  for  surface  mining 
only  by  withholding  his  consent,  the  result  could  be 
unnecessary  interference  in  his  life  and  unnecessary 
costs  for  the  Federal  government.   If  the  surface 
owner  simply  withholds  his  consent,  no  lease  could 
be  sold;  but  he  might  have  to  watch  a  tract  containing 
his  land  go  entirely  through  land  use  planning,  tract 
delineation,  ranking,  and  selection  and  scheduling  for 
sale.   This  would  certainly  result  in  continued  presence 
on  his  land  of  Federal  and  perhaps,  private  company, 
employees  conducting  site-specific  analyses  and  might 
cause  him  to  continue  to  receive  unwanted  overtures  from 
potential  consent  purchasers.   The  Federal  government 
would  continue  to  expend  time  and  resources  in  fruitlessly 
planning  that  surface  owner's  land  for  leasing  for  coal 
surface  mining. 

This  second  reason,  however,  has  been  largely  negated 
by  a  second  decision  of  the  Under  Secretary.   This 
decision  favored  the  so-called  "negative  consent"  proce- 
dure.  Under  this  procedure,  a  qualified  surface  owner 
who  owns  land  in  an  area  identified  in  the  land  use  plan 
as  an  area  acceptable  for  further  consideration  for 
leasing  and,  if  leased,  would  be  surface  mined,  could 
submit  a  statement  to  the  local  BLM  office  of  his  refusal 
to  provide  consent.   The  statement  would  have  to  be  in 
writing  and  confirm  that  the  surface  owner  has  not 
previously  given  consent  to  mine  and  that  he  will  not  for 
the  expected  future  life  of  the  land  use  plan.   Upon 
receipt  of  that  statement,  the  BLM  would  remove  the 
Federal  coal  underlying  the  surface  owner's  land  from 
further  consideration  in  the  ongoing  activity  planning 
process  or  any  such  processes  conducted  in  the  future 
until  the  land  use  plan  is  revised  or  until  the  ownership 
of  the  surface  estate  changes.   Upon  revision  of  the  land 
use  plan,  the  surface  owner  would  be  notified  that  his 
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prior  written  submission  has  expired  and  he  would  be 
given  the  opportunity  to  submit  another  statement.   Also, 
whenever  industry  or  other  groups  notify  the  BLM  of  a  ' 
surface  owner  who  has  refused  to  provide  his  consent  to  a 
potential  consent  purchaser,  that  owner  would  be  given  an 
opportunity  to  submit  a  statement  of  refusal  to  consent. 

This  procedure  provides  to  the  qualified  surface 
owner  almost  the  same  rights  he  would  have  in  the  trial 
proposal.   Once  he  has  declared  his  firm  intent  not  to 
lease  in  either  procedure,  he  is  protected  for  the  full 
life  of  the  land  use  plan.   The  only  significant  dif- 
ference is  the  time  when  the  firm  intent  is  disclosed  and 
takes  effect.   As  activity  planning  will  promptly  follow 
completion  of  the  land  use  plan  and  as  consultation  is 
the  last  step  in  land  use  planning  the  time  difference 
between  the  two  procedures  may  only  be  a  matter  of  the 
few  weeks  necessary  to  complete  the  land  use  plan 
environmental  impact  statement  process. 

Decision: 


Option  1:  Delete  provision  of  proposed  regulations 
allowing  surface  owners  to  deny  consent  in  land  use 
planning  stage. 

Advantages: 

1.  Maintains  distinction  between  consultation  and 
consent  intended  by  Section  714. 

2.  Allows  the  field  manager  some  flexibility  in 
defining  areas  not  to  lease  for  surface  coal  mining. 

3.  Gives  the  surface  owner  additional  time  to  consider 
all  options  open  to  him  and  to  consider  his  decision  on 
granting  consent  in  the  light  of  information  derived 
from  the  land  use  plan  and  activity  planning. 

4.  Avoids  administrative  costs  in  herent  in  linking 
planning  and  consent  processes. 

Disadvantages 

1.  Delays  receiving  consent  refusals  until  the 
activity  planning  process. 

2.  Creates  uncertainty  for  surface  owners  who  are 
adamantly  against  granting  consent  by  requiring  them  to 
wait  before  filing  consent  refusals  until  activity 
planning.   (Since  activity  planning  begins  promptly 
after  land  use  planning  this  delay  would  not  be  lengthy. 
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Option  2:   Maintain  provision  as  written  in  proposed 
regulations. 

Advantages : 

1.   Allows  surface  owners  and  BLM  to  receive  notice 
of  denials  of  consent  as  early  as  possible  with 
consequent  possible  increase  in  efficiency. 

Neutral 

1.   Reduces  discretion  of  land  manager  to  further 
consider  tracts  for  leasing  where  consent  is  likely 
to  be  denied. 

Disadvantages 

1.  Reduces  the  distinction  in  SMCRA  between  consulta- 
tion and  consent  processes. 

2.  May  force  BLM  to  process  plan  amendments  when  owner- 
ship of  land  changes. 
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Issue  Paper  3 


SUMMARY  OF  TRACT  DELINEATION 
TASK  FORCE  REPORT 

The  Tract  Delineation  Task  Force  developed  a  report 
that  more  narrowly  defined  the  tract  delineation 
procedure.   Tract  delineation  would  be  conducted  as 
soon  as  possible  after  indications  of  interest  are 
filed  on  lands  acceptable  for  further  consideration. 
The  delineation  results  would  include  a  description  of 
potential  tract  boundaries,  potential  reserves,  and 
likely  mining  methods. 

Tract  delineation  would  proceed  on  the  basis  of  the 
following  assumptions: 

1)  the  quality  and  rank  of  the  coal  (bituminous, 
lignite,  etc.)  will  govern  its  intended  use; 

2)  coal  will  be  mined  by  the  method  in  use  in  existing 
nearby  operations  or  in  use  on  comparable  deposits 
of  coal; 

3)  existing,  available  technology  will  be  used  and 
maximum  economic  recovery  will  be  achieved; 

4)  initial  tract  delineation  determinations  will  be 
modified  during  the  site  specific  analysis,  tract 
ranking,  pre-sale  analysis,  and  mining  plan 
approval  as  new  data  become  available.   For  this 
reason  reserve  estimates  made  at  delineation 
should  be  conservative. 

5)  a  tract  should  not  be  delineated  unless  there  is 
reasonable  probability  of  a  market  for  the  coal  and 
unless  transportation  facilities  are,  or  will  be, 
available  to  that  tract's  lessee. 

Tract  delineation  must  account  for  existing  ownership 
patterns,  existing  coal  purchase  options,  and  surface 
owner  consent  patterns.   This  information  can 
generally  be  obtained  from  BLM  and  County  land  records. 
Because  of  the  existing  pattern  of  property  rights, 
unavoidably  the  sale  of  some  tracts  will  not  be 
truly  competitive.   These  are  tracts  that  have  the 
potential  of  forming  a  logical  mining  unit  only  in 
combination  with  certain  private  land  or  other  existing 
Federal  leases.   These  tracts  would  still  be  delineated, 
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but  the  leader  of  the  delineation  team  would  inform  the 
regional  coal  team  of  the  situation  and  of  the  need  for 
considering  means  to  promote  competition  for  that  tract. 
Generally,  tract  delineation  will  take  into  considera- 
tion not  only  delineation  of  one  specific  tract,  but 
also  the  patterns  of  tract  delineation  that  might  be 
used  for  the  entire  deposit.   The  goal  of  this  process 
is  to  assure  that  further  delineation  produces  an 
orderly  progression  of  independent,  competitive  tracts 
over  that  deposit. 

All  the  coal  resource  and  technical  data  that  ideally 
would  be  available  for  delineation  will  not  be  available 
at  the  time  of  first  delineation.   This  is  despite  the 
fact  that  a  moderate  amount  of  drilling  would  be 
conducted  expressly  for  aiding  the  delineating  team. 
Where  data  are  insufficient,  the  delineation  team  will 
document  (1)   how  they  are  insufficient,  (2)   needed 
remedies  to  bring  them  into  acceptable  limits,  and 
(3)   how  these  improved  data  may  affect  the  delineation. 
This  information  would  be  provided  to  the  regional 
coal  team. 

Generally,  the  delineation  team  will  look  to  the  regional 
coal  team  for  policy  objectives.   The  report  describes 
the  four  major  factors  that  are  expected  to  be  at  work 
in  reaching  these  objectives. 

The  first  factor  combines  expressions  of  industry 
interest  and  production  goals.   After  establish- 
ment of  areas  acceptable  for  further  consideration, 
one  of  the  first  steps  in  activity  planning  is  a 
call  for  industry  expressions  of  interest.   State  and 
local  government  development  priorities  will  also  be 
taken  into  account.   The  data  from  industry  and  public 
bodies  will  include  both  the  quantity  and  quality  of 
the  coal  needed  by  both  producers  and  users;  the 
location  of  tracts  desired  by  mining  companies  and  by 
public  and  private  industry  user  facilities;  and 
proposed  use  of  coal  by  mining  companies  and  by  public 
and  private  corporations.   Transportation  needs  and 
other  future  available  sources  of  coal  are  other  data 
that  might  be  acquired.   The  regional  production 
target  data  supplied  by  the  Secretary  will  include  a 
forecast  of  tonnage  of  coal  needed  to  maintain  or 
increase  production,  and  a  summary  of  industry  and 
public  needs  considered  in  establishing  goals  and 
targets  for  that  region.   This  information  will  result 
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in  identification  of  a  minimum  number  of  tracts  to 
provide  required  tonnages,  specific  types  of  coal,  and 
conveniently  or  logically  located  tracts.   This  should 
provide  a  crude  estimate  of  the  level  of  effort 
required  for  delineation  in  that  region.   Every  effort 
should  be  made  to  delineate  2  to  3  times  more  tracts 
then  might  be  needed. 

The  second  major  factor  is  geologic  and  coal  data.   This 
includes  quality  considerations,  such  as  Btu/lb,  ash  con- 
tent, moisture  content;  quantity  considerations,  such 
as  seam  thickness,  number  of  seams,  recoverable  reserves 
by  seam;  and  mining  considerations,  such  as  topography, 
overburden  and  thickness  and  depth  of  coal,  seam  splits 
and  partings,  etc.   These  quality  considerations  should 
be  matched  to  the  industry  indications  of  need. 

The  third  factor  is  land  ownership  and  use  patterns. 
Tracts  will  be  delineated  from  Federal  coal  but  with 
consideration  for  the  entire  potential  mining  unit. 
Interests  tied  or  adjacent  to  this  coal  may  be  divided 
between  surface  and  mineral  estates  and  include  a  variety 
of  instruments  affecting  parts  or  all  of  either  estate. 
Interests  may  be  held  in  the  form  of  fee  title,  leases, 
permits,  licenses,  rights-of-way,  easements,  etc.   Consi- 
deration must  be  given  to  the  results  of  surface  owner 
consultation,  which  include  data  on  preferences  for  or 
against  leasing,  previous  consents  from  surface  owners, 
and  whether  the  surface  owner  qualifies  under  the  defini- 
tion in  section  714  of  SMCRA.   All  these  interests  must 
be  considered  so  that  a  developable  mining  unit  results. 

The  fourth  factor,  closely  related  to  the  first  and 
second  factors,  is  resource  conservation  (potential 
formation  of  LMU's) .   Because  of  diverse  and  checkerboarded 
mineral  ownership  patterns,  the  Department  has  recommended 
implementation  of  the  LMU  concept  which  provides  for 
maximum  economic  recovery  (MER)  and  minimization  of 
environmental  problems.   An  "Economic  Recovery  Potential 
Analysis"  (ERPA)  consists  of  analyses  of  some  of  the 
basic  components  of  MER  and  LMU's  and  should  be  performed 
during  tract  delineation. 

Development  of  western  coal  mines  is  normally  dependent  on 
transportation  facilities  and  availability  of  long-term 
contracts  with  utilities.   A  coal  producer  needs  to  have 
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defined  minable  blocks  of  coal  reserves  or  known 
LMU's  to  compete  effectively  for  such  contracts. 
Existing  definitions  of  LMUs  are  carried  forward  in 
the  new  proposed  coal  management  regulations; 
additional  procedures  and  standards  for  determining 
LMU  boundaries  and  reserves  will  be  proposed  in  a 
pending  revision  of  the  GS  regulations. 

In  summary,  tract  delineation  begins  with  the  data 
gathering  phase,  which  includes  a  call  for  expressions 
of  interest,  assembling  data,  summarizing  data,  and 
listing  and  plotting  areas  of  interest  as  potential 
tracts.   The  next  procedure  is  the  actual  tract  delinea- 
tion phase  in  which  tracts  of  interest  are  set  up;  the 
major  factors  applied;  and  tract  shapes,  sizes,  and 
locations  are  developed.   Finally,  copies  of 
described  tracts,  data,  and  rationale  are  forwarded 
to  the  regional  coal  team. 

Tract  delineation  within  the  preferred  program  has 
some  difficulties.   One  is  being  responsive  to  industry 
needs.   To  be  responsive  to  industry  needs,  the  delineation 
team  must  design  tracts  to  specific  requirements,  and 
therefore,  industry  should  specify  exact  requirements. 
A  problem  in  the  past,  which  is  expected  to  continue, 
was  that  industry's  expressions  of  interest  were  given 
on  large  areas  with  varying  degrees  of  justification, 
since  expressions  of  interest  cost  very  little.   If  a 
detailed  market  analysis  from  producer  through  process 
and  transport  to  the  consumer  were  submitted,  it  would 
provide  planners  with  an  adequate  basis  for  allocation, 
but  it  could  be  expensive  and  would  not  necessarily 
guarantee  success.   On  the  other  hand,  greater 
industry  participation  could  conflict  with  the  goal 
of  maintaining  competition. 

Industry  should,  however,  have  the  motivation  to  be  as 
precise  as  possible  in  submitting  indications  of  interest. 
Since  the  Department's  resources  may  not  allow  delineating 
sufficient  tracts  to  satisfy  all  indications  of  interest, 
the  tendency  will  always  be  to  select  the  tracts  for 
delineation  not  only  in  which  industry  interest  is 
demonstrated  but  also  for  which  industry  has  provided 
detailed  information,  if  not  geographically,  at  least 
in  terms  of  quality  and  quantity. 
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Issue  Paper  4 


SUMMARY  OF  THE  TRACT  RANKING 
AND  SELECTION  TASK  FORCE  REPORT 

An  interagency  task  force  has  developed  methods  to 
implement  the  track  ranking  and  selection  process.   The 
task  force  included  personnel  from  BLM,  OEPR,  GS ,  DOE, 
PBA  and  Governors1  representatives.   The  task  force 
recommended  a  process  that  contains  five  steps  from 
track  delineation  through  tract  selection,  scheduling 
and  analysis.   These  steps  are: 

(1)  Tract  Delineation  -  Joint  BLM/GS  team(s) 
delineate  tracts  (preliminary  mining  units)  from 
areas  identified  as  acceptable  for  further  leasing 
consideration  in  BLM  and  Forest  Service  land  use 
plans.   (This  topic  is  covered  in  a  separate 
paper.) 

(2)  Track  Ranking  Design  -  A  regional  coal  team, 
working  with  a  support  team  of  resource  specialists, 
would  design  the  preliminary  tract  ranking  matrix 
and  identify  primary  resource  variables  for 
ranking  tracts  in  each  region.   Each  regional  coal 
team  is  composed  of  the  Governor  or  his  representa- 
tive for  each  State  in  that  region,  each  BLM  State 
Director,  and  the  BLM  Director's  representative. 
The  support  team  would  include  resource  specialists 
from  BLM,  the  States,  and  other  Federal  agencies. 

(3)  Tract  Site  Specific  Analysis  -  This  analysis 
would  be  based  on  the  preliminary  ranking  matrix 
and  identified  primary  resource  data  needs.   The 
affected  BLM  District  Office  will  begin  tract 
site-specific  analyses.   Presented  in  map,  narrative 
and  tabular  form,  each  analysis  would  include  a 
summary  to  be  used  in  ranking  tracts.   The  analysis 
would  identify  the  status  of  all  resources  but 
emphasize  primary  data  sources  for  ranking.   It 
would  examine  impacts,  report  on  any  required 
unsuitability  screening,  and  contain  the  district 
manager's  recommendation. 
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(4)  Tract  Ranking  -  Using  data  from  the  tract 
analyses,  the  support  team  would  develop  a  tract 
comparison  matrix  per  the  preliminary  ranking 
design.   The  matrix  would  display  all  resource 
concerns,  trade-offs  and  problems.   This  matrix 
would  be  reviewed  by  the  regional  coal  team  and, 
based  on  this  review,  a  final  matrix  that  ranks 
tracts  would  be  developed  by  the  support  team. 
Tracts  would  be  ranked  in  three  classes. 

(5)  Tract  Selection,  Scheduling  and  Analysis  - 
Once  tracts  are  ranked,  the  regional  coal  team 
would  identify  several  tract  combinations  and 
schedules.   The  support  team  would  analyze  cumula- 
tive impacts  on  these  combinations  using  an 
environmental  analysis  and  would  report  the  results 
to  the  regional  coal  team.   This  team  would  then 
recommend  the  most  favorable  combination  (plus 
alternative  combinations)  to  the  Secretary  through 
the  Director,  Bureau  of  Land  Management. 

Within  their  report,  the  tract  ranking  task  force 
developed  methods  for  designing  a  preliminary  ranking 
matrix,  identification  of  ranking  factors,  and  how  to 
use  a  ranking  matrix. 

RECOMMENDATIONS 


Accept 
Reject 


Accept  with  Modification 
Comment 


Issue  Paper  5 

DOI/DOE  WORKING  LEVEL  COORDINATION  FOR 
REGIONAL  GOAL  AND  TARGET  SETTING 

DOT/nnRiMLCOal/r°d^Cti°n  goals  in  conformity  with  the 
DOI/DOE  Memorandum  of  Understanding  and  subsequently 
deriving  DOI  regional  coal  leasing  targets  requires  an 
extensive  amount  of  data  interchange  and  interpretation 
of  economic  models.   To  develop  effective  working  proce- 
theerJ?n  ""Pj^ing  this  process,  it  is  recommended  by 
the  regional  target  task  force  that  a  DOI/DOE  working 
group  be  established  under  the  Leasing  Liaison  Committee. 

The  basic  role  of  the  coal  production  goal  and  leasing  taraet 
working  group  would  be  to:  9  tar9et 


(1) 
(2) 


DoTand^ET8  6XChange  °f  information  on  coal  between 

coordinate  timing,  scheduling  and  other  technical 
aspects  in  the  execution  of  the  Memorandum  of 
Understanding  between  DOI  and  DOE  concerning  produc- 
tion goals  and  leasing  targets; 


(3)   resolve  questions  relating  to  interpretation  and 
".ication  of  coal  models  used 
leasing  target  setting;  and 


t       -~-^v.wJ..iy  uu  uiieipietation  ana 

and  if==*°"  °!^°al-m?dels  used?  in  Production  goal 


(4)   generally  provide  a  mechanism  for  interchange  of 
technical  ideas  and  views  between  DOI  and  DOE. 

The  working  group  would  serve  in  an  advisory  capacity 

nniY'  a™  ltS  recommendations  would  not  be  binding  on 
JJUt,  or  DOI . 


Issues  would  be  brought  before  the  Le 


fc 

assuring  that  they  carry  out  their  responsibilities"^ 

an  effective  manner  that  would  reduce  the  potential  for 

misunderstandings.  p      di  ror 


■  ng 
Decision: 
Approve 


Approve  with  Modification 

Reject  ___^ 

Defer 
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Issue  Paper  6 

SUMMARY  AND  RECOMMENDATION  OF  DRAFT 
FAIR  MARKET  VALUE  TASK  FORCE  REPORT 

Fair  market  value  is  an  appraisal  term.   In  Federal  coal 
leasing  it  refers  to  the  appraised  market  price  of  the 
unmined  coal  offered  for  lease,  and  represents  the  lower 
bound  on  the  payment  the  government  can  legally  accept  for  a 
coal  property. 

Economic  rent,  sometimes  referred  to  as  excess  producer 
rent,  producer  surplus,  or  surplus  profits,  is  a  term  that 
comes  from  classical  economic  theory.   In  coal  property 
evaluation  it  refers  to  the  present  value  difference  between 
the  market  price  of  the  mined  coal  and  the  costs,  including 
opportunity  cost,  of  producing  the  coal.   The  opportunity 
cost  is  the  lost  return  on  the  next  best  (marginal)  invest- 
ment that  would  have  been  obtained  had  the  producer  invested 
his  capital  resources  elsewhere. 

Because  of  market  imperfections,  the  expected  economic  rent 
from  coal  production  will  always  exceed  the  market  price  of 
the  unmined  coal.   Only  under  conditions  of  perfect  competi- 
tion with  no  transaction  costs,  with  numerous  risk-neutral 
bidders  having  equal  and  perfect  information  and  homogeneity 
(no  cost  efficiencies  due  to  scale)  and  divisibiity  of  the 
resource,  would  the  rent  and  the  FMW  coincide.   The  economic 
rent  is  the  maximum  amount  te  government  could  expect  to 
receive  for  a  coal  property. 

While  the  statutory  requirement  for  receipt  of  fair 
market  value  (FMV)  for  Federal  coal  offered  for  lease  was 
not  established  until  the  passage  of  the  Federal  Coal 
Leasing  Amendment  Act  of  1976,  the  Department  prior  to 
1976  used  a  variety  of  methods  to  judge  the  acceptability 
of  bonus  bids  at  competitive  sales.   Originally,  the 
adequacy  of  bids  was  determined  by  the  area  mining 
supervisor  of  the  U.S.  Geological  Survey  (GS) .   In 
1971,  a  standard  method  of  evaluation  was  adopted  by 
the  GS,  generally  known  as  the  "K-factor"  method.   This 
technique  used  a  simple  straightforward  formula  to 
estimate  minimum  acceptable  bonuses,  and  was  sensitive  to 
the  thickness  of  the  coal,  its  depth,  its  heat  content, 
and  its  coking  qualities. 


In  1976  the  GS  adopted  the  two  evaluation  methods  which  are 
currently  in  use  to  estimate  the  present  value  of  lease 
tracts.   The  first  method,  discounted  cash  flow  analysis 
(DCF)  ,  involves  estimating  the  future  periodic  revenues  from 
selling  mined  coal,  subtracting  the  investment  and  operating 
costs,  taxes  and  other  items,  and  discounting  the  results  to 
reflect  that  the  dollars  earned  in  the  future  are  worth  less 
than  the  same  amount  of  dollars  in  hand  today. 

The  second  method  is  the  use  of  comparable  sales  analysis. 
This  method  involves  researching  recent  market  transactions 
of  similar  properties,  verifying  the  terms  of  discovered 
transactions,  and  correlating  these  values  in  light  of 
differences  between  the  market  transactions  and  the  Federal 
lease  tract. 

Based  on  the  results  of  the  discounted  cash  flow  and 
market  data  analyses,  the  GS  then  makes  a  recommendation 
to  the  Bureau  of  Land  Management  (BLM)  regarding  the 
minimum  acceptable  bids.   The  GS  recommendation  is  treated 
by  BLM  as  the  estimate  of  FMV  although  it  is  an  estimate  of 
the  rent  and  not  necessarily  the  FMV.   A  high  bid  received 
at  a  competitive  auction  is  accepted  if  equal  to  or  higher 
than  the  GS  estimate  of  rent,  or  rejected  if  lower. 

The  preferred  method  for  estimating  FMV  is  in  fact  the 
market  data  (comparable  sales  approach)  ,  although  accepted 
Departmental  FMV  appraisal  standards  direct  that  all 
appropriate  evaluation  methods  be  used  to  come  to  a  final 
estimate  of  FMV. 

Recent  evaluations  by  the  GS  have  almost  exclusively 
relied  on  the  discounted  cash  flow  approach,  because 
comparable  market  transaction  data  were  thought  to  be 
unavailable.   The  question  of  the  availability  and  usefulness 
of  these  data  has  been  somewhat  controversial.   The  FMV  task 
force  investigated  the  availability  and  usefulness  of  market 
data,  and  found  that  while  regional  variations  exist,  market 
data  can  be  discovered  and  verified.   There  is  still  a 
remaining  question  of  correlating  market  data  to  individual 
Federal  lease  tracts  which  can  only  be  answered  on  a  case-by- 
case  basis. 


84 


A  broader  consideration  regarding  usefulness  of  market 
data  remains.   The  Federal  government  because  it  directly 
controls  over  60  percent  of  coal  lands  in  the  western 
States,  and  because  it  indirectly  controls  another  15  to 
20  percent  of  coal  lands  due  to  checkerboard  and  scattered 
ownership  patterns,  could  become  the  price  leader  in  the 
market  for  western  coal.   This  leadership  position  would 
mean  that  prices  paid  in  comparable  coal  lands  transactions 
could  be  somewhat  influenced  by  prices  actually  received  for 
new  Federal  competitive  coal  leases.   Therefore,  reliance  on 
the  market  data  approach  to  FMV  would  in  the  long  run 
reflect  our  own  independently  formulated  pricing  policies. 

The  potential  drawbacks  in  applying  the  market  data 
approach  precludes  the  Department  from  relying  solely 
on  that  approach.   The  DCF  approach  to  value  must  therefore 
continue  to  play  a  major  role  in  the  Department's  efforts 
to  determine  FMV.   The  DCF  approach  to  value,  however, 
is  also  subject  to  several  weaknesses.   The  DCF  estimate  is 
an  estimate  of  the  rent;  thus,  it  can  result  in  an  estimate 
that  greatly  overstates  the  selling  price  for  a  coal  lease. 
It  relies  on  uncertain  assumptions  of  future  costs  and 
prices.   It  further  relies  on  assumptions  of  when  production 
will  actually  commence  and  that  production  can  be  maintained 
at  existing  levels. 

If  the  Federal  Government  can  develop  a  more  perfectly 
competitive  market  than  the  private  comparable  sales  market, 
then  the  high  bid  received  for  a  coal  lease  in  the  Federal 
market  would  represent  the  best  measure  of  its  FMV  available. 

The  value  of  Federal  coal  under  private  land  of  surface 
owners  qualified  under  the  Surface  Mining  Control  and 
Reclamation  Act  is  a  function  of  the  amounts  that  success- 
ful lessees  would  pay  for  consent.   The  Department 
desires  to  ensure  a  fair  return  to  the  public  for  its 
coal  and  to  maintain  competition.   This  would  be  done  by 
allowing  in  the  calculation  of  minimum  acceptable  bids 
only  for  the  FMV  of  surface  estate  damages  and  costs. 
Appraisal  of  FMV  of  damages  and  costs  of  surface  may  be 
difficult  when  market  data  shows  payments  to  surface 
owners  based  on  royalties  from  Federal  coal.   The  FMV 
task  force  addressed  several  alternatives  for  dealing 
with  this  problem  in  both  the  income  and  market  data 
approaches  to  FMV  of  the  coal. 
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Small  Tracts 

Several  problems  in  determining  FMV  have  been  discussed. 
One  geographic  situation  often  encountered  when  determin- 
ing FMV  sometimes  results  in  the  exacerbation  of  most  of  the 
other  problems.   This  situation  is  that  of  leasing  small 
tracts . 

A  small  tract  is  defined  for  the  purposes  of  this  report 
as  a  parcel  of  coal  which  by  itself  probably  would  not 
support  an  independent  mining  operation,  or  a  parcel 
which  could  be  developed  more  efficiently  (at  a  lower 
cost  per  ton)  as  part  of  a  larger  unit.   Tracts  of  this 
nature  have  been  offered  for  lease  under  the  NRDC  v. 
Hughes  order,  and  under  earlier  versions  of  the  short- 
term  criteria.   They  will  likely  continue  to  be  offered 
under  both  the  long  term  and  emergency  leasing  components 
of  the  Federal  coal  management  program. 

The  Department's  recent  competitive  small  tract  leasing 
has  had  varying  success.   Since  the  establishment  of  the 
initial  version  of  the  short  term  criteria  in  1973, 
sixteen  small  tracts  have  been  offered  for  competitive 
lease.   These  small  tract  offerings  did  not  attract  much 
competitive  bidding  (i.e.,  two  or  more  bidders)  because 
one  bidder  generally  had  a  highly  superior  position 
relative  to  other  potential  bidders.   This  position  arose 
from  the  superior  bidder's  ownership  of  adjoining  coal 
(often  including  an  existing  mining  operation) ,  control 
of  access,  or  control  or  ownership  of  the  surface  overlying 
the  coal. 

This  lack  of  competition  means  there  is  little  reliable 
market  data  on  which  to  judge  the  reasonableness  of  the 
government's  FMV  estimates.   It  is  difficult  to  judge 
whether  the  estimated  FMV  is  too  high  or  low  for  any  given 
tract.   If  the  one  bidder  meets  the  minimum  acceptable  bid 
there  is  no  way  of  knowing  whether  he  would  have  bid  higher 
if  he  had  been  expecting  competition  or  if  he  passed  through 
the  bid  amount  to  the  coal  consumer,  if  the  one  bidder  does 
not  meet  the  minimum  acceptable  bid,  it  may  have  been 
due  to  considerations  by  the  bidder  of  which  the  estimators 
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of  FMV  knew  nothing  or  the  bidder  may  have  had  ulterior 
motives  which  the  Government  should  not  have  considered 
anyway.   In  the  case  of  a  single  bidder  on  small  tracts,  the 
Department  must  simply  make  its  best  estimate  of  FMV  and 
presume  it  is  correct.   However,  a  balancing  of  rent  capture 
(as  long  as  FMV  capture  is  assured)  against  other  leasing 
goals,  such  as  resource  conservation,  is  possible. 

Unfortunately,  the  problems  encountered  in  estimating  FMV 
for  small  tracts  are  substantial.   Comparable  sales  infor- 
mation can  vary  considerably.   An  operator  who  does  not 
absolutely  need  a  particular  private  tract  may  know  that 
the  owner  must  sell  to  him  or  no  one  and  therefore  will 
offer  little  for  the  tract.   If  an  operator  must  have  a 
small  tract  he  may  be  willing  to  pay  an  exorbitant  price 
to  protect  his  investment  in  the  rest  of  the  mining  unit. 
The  results  of  a  comparable  sales  analysis  might  vary 
substantially  depending  on  which  of  the  two  situations 
had  been  prevalent  during  the  time  period  studied. 

Use  of  the  DCF  approach  to  value  also  is  more  difficult 
to  apply  for  small  tracts.   The  tract,  in  and  of  itself, 
may  have  no  value  according  to  a  DCF  analysis.   In  fact, 
to  qualify  as  a  by-pass  this  must  be  the  case.   This 
means  the  value  of  the  tract  in  relation  to  surrounding 
tracts  with  which  it  may  be  mined  must  be  considered. 
What  mining  unit  boundaries  should  be  used  and  what 
percentage  of  the  value  of  the  mining  unit  should  be 
attributed  to  the  small  tract?   It  can  be  readily  seen 
that  estimating  the  FMV  of  small  tracts  is  subject  to 
considerable  uncertainty. 

Unfortunately,  small  tracts  present  an  additional  special 
problem  over  and  above  the  estimation  of  FMV.   Many  small 
tracts  adjoin  ongoing  operations  which  sell  coal  under 
long-term  contracts  negotiated  in  the  past.   In  this 
situation  it  may  be  difficult  to  capture  revenue  equalling 
an  estimate  of  FMV  based  on  today's  market  price  for 
coal,  but  to  do  otherwise  constitutes  a  subsidy  of  the 
coal  user. 
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If  an  existing  contract  allows  the  pass  through  of 
royalties  and  not  bonus  bid  payments  to  the  customer,  then 
the  only  way  the  government  can  capture  producer  rent  is 
through  the  bonus  (or  taxes).   However,  many  of  the  small 
tract  lease  sales  have  been  offered  and  accepted  with  high 
royalties  to  avoid  losing  sales  because  of  the  inability  of 
a  company  holding  a  contract  to  deliver  coal  to  pay  the  full 
bonus  amount.   There  is  a  drawback  to  this  approach.   If 
other  non-Federal  leases  in  the  area  contain  provisions  for 
escalation  of  royalties  to  match  the  highest  Federal  royalty, 
new  high  Federal  royalties  force  up  the  price  of  more  of  the 
coal  mined  in  that  area  than  just  that  involved  in  the 
Federal  sale.   For  those  sales  where  the  Department  specifies 
higher  bonuses  and  lower  royalties  to  avoid  this  phenomenon, 
the  bidders  may  not  be  able  to  pass  through  the  increased 
costs  and  therefore  may  not  bid.   In  sum,  then,  the  Federal 
government  is  put  in  the  position  of  accepting  less  than  the 
full  rent  or  risking  by  pass  sales  failures  or  local  coal 
price  increases. 

Most  of  the  Department's  leasing  actions  for  the  last 
6  years  have  involved  small  tracts.   Until  such  time  as  a 
new  long  term  leasing  system  is  in  full  operation  most  of 
our  lease  actions  will  continue  to  be  small  tract  oriented. 
In  those  areas  where  Federal  coal  ownership  is  limited  or 
interspersed  with  non-Federal  or  previously  leased 
Federal  coal,  there  will  continue  to  be  small  tract 
problems  within  the  long-term  system.   It  is  therefore 
critical  that  the  Department  develop  adequate  methods 
for  addressing  small  tract  problems. 

Recommendations 

The  task  force  on  fair  market  value  developed  a 
number  of  recommendations  for  changes  in  current  proce- 
dures and  for  further  studies  of  problem  areas.   These 
recommendations  and  further  studies  include: 

(1)  -  To  the  extent  possible  and  in  a  cost- 
effective  fashion,  develop  a  market- 
place for  Federal  coal  leases  that 
attracts  more  than  one  bidder  per 
tract.   Competition  is  the  surest  way  to 
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capture  producer  rents  (surplus  profits) . 
A  rent  capture  policy  without  a  competi- 
tive market-place  would  likely  conflict 
with  other  objectives  of  the  program, 
namely  resource  conservation  and 
meeting  the  requirements  of  the  National 
Energy  Plan.   Concepts  currently  under 
study  within  the  Department  which  would 
likely  increase  the  extent  of  competition 
include  intertract  bidding,  guaranteed 
legal  access  to  lease  tracts,  and 
offering  Federal  coal  tracts  in  units 
including  adjoining  non-Federal  coal. 
The  results  of  these  studies  should  be 
closely  watched  and  the  necessary 
support  provided  to  them. 

(2)  -   Major  efforts  should  be  made  to  improve 

present  methods  for  evaluating  small 
tracts. 

(3)  -   As  part  of  the  normal  process  for 

conducting  sales,  public  comment  should 
be  solicited  on  the  elements  of  the 
evaluation  procedures  which  affect 
estimates  of  FMV.   These  comments  should 
be  considered  prior  to  commencement  of 
evaluations . 

(4)  -   A  detailed  study  should  be  made  based 

on  industry  records,  of  the  rate  at 
which  anticipated  cash  flows  from 
mining  should  be  discounted  to  present 
value  together  with  a  study  of  the 
conceptual  relationships  of  the  risk, 
inflation,  financial,  and  real  return 
components  of  discount  rates. 

(5)  -  The  CREV  income  approach  lease  value  estimate 
should  be  supplemented  with  a  documented  com- 
parable sales  lease  value  estimate.   In  each 
case  the  usefulness  of  market  data  would  be 
determined  and  documented  on  an  appraisal-by- 
appraisal  basis. 
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(6)  -  As  a  priority  item,  the  uncertainties 

inherent  in  the  government's  income  and 
market  approaches  to  evaluation  of  FMV 
should  be  more  rigorously  investigated. 

(7)  -   Inflation  of  coal  prices  and  coal  mining 

costs  should  be  incorporated  into  the 
DCF  approach  to  estimating  FMV.   Methods 
should  be  developed  to  account  for  the 
effects  of  inflation  on  the  elements  of  the 
DCF  model,  particularly  the  effect  on 
depreciation  tax  credits. 

(8)  -   Potential  double  counting  of  royalties 

(calculating  royalties  on  prices  which 

already  include  royalties)  should 

be  recognized  in  estimating  coal  prices 

to  be  used  in  DCF  estimates  of  FMV;  this 

could  occur  when  the  sample  of  market 

prices  includes  prices  which  include 

royalty  passthrough  components. 

Methods  should  be  developed  for  adjusting 

current  coal  prices  for  applicable 

royalty  rate  where  coal  contracts 

contain  royalty  passthrough  provisions. 

(9)  -   The  FMV  of  the  damages  to  a  qualified 

surface  owner  should  be  based  on  market 
value  of  similar  surface  estates  and 
damages  in  non-coal  areas;  use  of  market 
data  from  non-coal  areas  would  eliminate 
the  consideration  of  royalties  to 
the  surface  owner  as  an  element  of  FMV 
of  damages  and  costs;  this  approach 
should  be  incorporated  immediately 
into  tract  evaluation  methodologies. 

(10)  -  The  appraisal  of  FMV  of  all  competitive 
leases  should  be  documented  leases;  such 
documentation  should  not  reveal  any 
proprietary  data  but,  otherwise,  should 
be  detailed  enough  to  allow  reconfirma- 
tion of  decisions  and,  further,  should 
be  placed  in  lease  case  files  after 
leases  are  issued. 
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(11)  -  The  general  practice  on  new  leases 

of  capturing  FMV  through  increased 
royalties  instead  of  increased  bonuses 
should  be  discouraged;  however,  it  might 
be  retained  for  possible  application  to 
PRLAs  and  possibly  to  readjustments  and 
emergency  leases. 

(12)  -   Development  guidelines  should  be 

developed  for  a  possible  bid-acceptance 
(reservation  price)  procedure  similar  to 
that  used  for  OCS  sales. 

(13)  -   Industry  and  public  participation 

information  and  views  on  the  fair  market 
value  process  should  be  sought  and 
applied  to  the  studies  recommended 
above. 

(14)  -   The  Office  of  Coal  Leasing,  Planning, 

and  Coordination  should  continue  oversight 
responsibilities  for  the  above  studies. 

Should  the  results  of  further  studies  recommended 
herein  indicate  restructuring  or  clarification  of 
agencies'  responsibilities,  the  appropriate  documents 
would  be  reconsidered  to  formalize  this  restructuring. 

Decision : 

In  the  decision  table,  the  Secretary  is  being  asked  to 
consider  signing  the  following  statement. 

"I  have  reviewed  the  draft  proposals  and  recom- 
mendations of  the  fair  market  value  task  force. 
I  have  no  objection  to  these  proposals  and 
recommendations,  however  the  task  force  should 
continue  its  studies  under  the  supervision  of  the 
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Office  of  Coal  Leasing,  Planning  and  Coordination  in 
order  to  develop  a  consensus  on  implementation  of 
these  recommendations  before  remanding  them  to  the 
appropriate  offices  and  bureaus  or  implementation." 


Secretary 

I  desire  to  personally  review  proposed 
implementation  actions  resulting  from  the 
following  recommendation (s) : 
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Issue  Paper _7  MAXIMUM  ECONOMIC  RECOVERY 

Executive  Summary 

There  are  several  steps  in  the  preferred  alternative  that  incorporate 
consideration  of  social  and  environmental  costs  and  benefits.  But  even 
after  passing  through  these  steps,  substantial  social  and  environmental 
costs  associated  with  mining  coal  could  remain.  At  issue  is  whether 
the  Department's  MER  determinations  could  be  used  to  advantage  in  miti- 
gating these  remaining  costs.  This  could  be  done  by  requiring  the 
lessee  to  mine  deeper  seams  of  coal,  ones  that  the  lessee  would  normally 
find  privately  uneconomic  to  extract,  in  exchange  for  a  reduction  in 
the  cash  bonus  paid  to  the  government.  For  a  given  amount  of  coal 
production,  the  principal  benefits  of  surface  mines  that  are  deeper 
and  have  a  slower  pace  of  lateral  extension  include:  (a)  a  reduction 
in  the  cumulative  number  of  acres  disturbed  and  in  the  acres  that  are 
in  partial  stages  of  reclamation,  (b)  a  lessening  of  the  likelihood  of 
reopening  the  same  site  for  mining  at  a  later  date,  and  (c)  a  post- 
ponement of  the  socioeconomic  impacts  associated  with  shifting  mining 
from  a  region  where  the  coal  is  mined  out  to  one  where  it  is  not. 

Three  alternative  MER  options  are  analyzed  in  this  paper:  option  1 
may  be  characterized  as  a  marginal  private  cost  rule,  option  2  as 
a  marginal  social  cost  rule,  and  option  3  as  an  average  private  cost 
rule. 

Option  1  (the  marginal  private  cost  rule)  would  exclude  consideration 
of  social  and  environmental  costs  from  the  MER  determination,  regard- 
ing these  costs  as  adequately  handled  by  other  steps  in  the  preferred 
alternative.  Because  option  1  would  not  require  the  mining  of  any 
coal  that  has  a  market  value  less  than  the  cost  of  recovery,  there 
would  be  no  increase  in  mining  costs  or  in  the  administrative  costs 
of  making  the  MER  determination  and  of  enforcing  it. 

Option  2  (the  marginal  social  cost  rule)  would  require  the  mining  of 
deeper,  privately  uneconomic  seams  (in  exchange  for  reduced  bonus 
payments)  when  the  benefits  are  explicitly  judged  to  outweigh  the 
additional  mining  and  administrative  costs.  This  judgment  would 
be  made  by  appropriate  experts  of  the  regional  coal  management 
team.  Because  the  determination  of  which  seams  should  be  mined  is 
quite  sensitive  to  the  price  of  coal  and  the  costs  of  mining,  the 
Department's  MER  determinations  would  be  subject  to  modification 
based  on  the  additional  information  available  during  mining  plan 
approval  and  might  have  to  be  modified  during  the  lifetime  of  the 
mine.  Analysis  indicates  that  there  may  be  very  few  cases  where 
option  2  would  be  expected  to  significantly  change  the  determination 
of  what  coal  should  be  mined.  Hence,  additional  administrative 
costs  and  mining  costs  under  option  2  would  be  slight,  and  these 
additional  costs  would  only  be  incurred  in  cases  where  compensatory 
benefits  are  expected. 
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Option  3  (the  average  private  cost  rule),  unlike  option  2,  does  not 
involve  any  attempt  to  balance  the  costs  of  taking  additional  coal 
seams  against  the  benefits.  Rather,  under  option  3,  the  Department 
would  consider  it  worthwhile  to  utilize  the  entire  expected  bonus  on 
a  lease,  if  necessary,  to  finance  the  mining  of  deeper  coal  seams. 
It  appears  from  analysis  that  option  3  would  force  the  mining  of  so 
much  coal  which  has  a  cost  of  extraction  greater  than  its  market  value 
that  the  costs  of  this  option  would  not  justify  its  benefits.  For 
example,  the  Department  estimates  that  by  1985,  implementation  of 
option  3  would  increase  mining  costs  by  $113  million  annually  and 
administrative  costs  by  $1.5  million  annually,  but  that  surface 
disturbance  would  be  reduced  by  only  456  acres  annually.  If  one 
assumes  that  undisturbed  acres  are  the  principal  benefit,  then  the 
value  of  an  undisturbed  acre  would  have  to  be  $240,000  on  the  average 
(ranging  from  $160,000  to  $680,000)  in  order  to  justify  the  mining 
of  privately  uneconomic  seams.  In  addition,  option  3  would  have 
the  following  disadvantages:   (1)  a  reduction  in  the  50%  state  share 
of  Federal  bonuses  (the  reduction  is  estimated  at  $56  million  annually 
by  1985);  (2)  an  increased  administrative  burden  of  enforcing  the 
mining  of  some  coal  that  is  highly  unattractive  from  a  private  stand- 
point; (3)  the  possible  shifting  of  industry  interest  away  from 
Federal  lease  offerings  where  the  mining  of  privately  unattractive 
coal  is  required,  thereby  defeating  the  purpose  of  the  option;  and 
(4)  the  mining  of  some  privately  uneconomic  coal  in  underground 
mines  with  no  compensatory  benefits. 
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Statement  of  issue:  How  should  the  Department  define  and  apply  the  phrase 
"maximum  economic  recovery"  as  it  applies  to  coal  leasing? 

Although  a  previous  decision  was  made  on  MER  (June  30,  1978),  further 
analysis  of  the  options  and  discussion  within  the  Department  indicate 
that  the  issue  should  be  reconsidered.  Included  with  the  supplemental 
material  to  this  Secretarial  Issue  Document  is  an  economic  analysis 
prepared  by  the  Department  of  the  Interior  for  the  Council  of  Economic 
Advisors. 

Three  alternative  MER  options  are  analyzed  in  this  paper.  More  complete 
definitions  of  the  options  are  set  forth  below,  but  briefly,  option  1 
may  be  characterized  as  a  marginal  private  cost  rule,  option  2  as  a 
marginal  social  cost  rule,  and  option  3  as  an  average  private  cost  rule. 
Option  1  would  not  require  the  mining  of  any  coal  that  has  a  market 
value  less  than  the  cost  of  mining.  Option  3  would  require  the  mining 
of  some  coal  that  has  a  market  value  less  than  the  cost  of  production 
provided  that  the  losses  on  this  coal  could  be  offset  by  a  reduction 
in  bonus  payments  to  the  government  on  other  coal  from  the  same  mining 
operations.  Under  option  3,  the  requirement  to  mine  certain  seams  1/ 
that  are  privately  uneconomic,  if  such  seams  exist,  is  automatic:  there 
is  no  explicit  balancing  of  the  increased  costs  against  the  expected 
benefits.  In  a  sense,  the  average  cost  rule  (option  3)  and  the  marginal 
cost  rule  (option  1)  for  MER  are  extremes.  The  average  cost  rule  pushes 
very  hard  toward  removal  of  additional  seams;  the  marginal  private  cost 
rule  doesn't  push  at  all.  Option  2  strikes  a  course  between  options 
1  and  3  in  that  it  attempts  a  balancing  of  costs  and  benefits  (that 
coal  is  mined  for  which  the  marginal  social  benefits  are  greater  than 
or  equal  to  the  marginal  social  costs  of  recovery) . 

Background  and  General  Discussion  of  the  Issue 

The  definition  of  MER  that  is  currently  part  of  the  preferred  alternative 
demonstrates  the  Department's  concern  that  social  and  environmental  costs 
be  reflected  in  MER  determinations. 

The  Secretary  prefers  that  MER  be  calculated  so  as  to  require 
that  all  coal  seams  which  are  collectively  profitable  be 
mined,  taking  into  consideration  social  and  environmental 
costs.  For  any  scale  of  development  (annual  production 
rate),  this  definition  would  tend  to  minimize  the  area  dis- 
turbed from  surface  mining;  deeper  seams  would  be  substi- 
tuted for  the  broadening  of  areas  of  operation.  Final 
Environmental  Statement,  Federal  Coal  Management  Program 
(April  1979,  p.  3-74). 


1/  Throughout  this  paper  "seams"  is  used  as  a  shorthand  to  denote  any 

"portion  of  a  deposit."  For  example,  the  lowest  part  of  a  dipping 

bed  may  be  a  portion  of  the  deposit  that  is  privately  uneconomic  to 
extract. 
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MER  is  but  one  of  several  steps  in  the  preferred  alternative  that  incorpo- 
rate consideration  of  social  and  environmental  costs  and  benefits.  Major 
steps  for  these  considerations  are:   (1)  the  screening  out  of  lands  un- 
suitable for  leasing,  (2)  the  resource  trade-off  decisions  made  during 
land  use  planning  (3)  tract  ranking  and  selection,  (4)  the  setting  of 
lease  stipulations,  (5)  OSM  approval  of  the  mining  plan,  and  (6)  OSM 
regulations  (deriving  frcm  the  Surface  Mining  and  Reclamation  Act, 
SMCRA)  that  govern  mines  over  their  production  cycle.  Each  of  these 
steps  has  the  effect  of  "internalizing"  some  of  the  "external"  environ- 
mental and  socioeconomic  costs  that  could  occur  when  coal  is  mined  on 
Federal  leases.  2/ 

But,  even  after  application  of  these  rules,  some  external  costs  could  remain. 
These  could  take  the  form  of  external  environmental,  and  socioeconomic  impacts 
that  might  occur  when  mining  operations  are  extended  laterally  and  additional 
land  surface  is  disturbed.  Therefore,  it  could  be  socially  desirable  to  mine 
deeper  or  more  inaccessible  coal  on  a  given  lease  and  delay  the  lateral  exten- 
sion of  mining  activity.  For  a  given  level  of  coal  production,  the  following 
are  examples  of  benefits  that  could  derive  from  mines  that  are  deeper  and  have 
a  slower  pace  of  lateral  extension. 

a)  The  cumulative  number  of  acres  disturbed  by  any  given  year  would  be 
smaller,  at  least  until  such  time  as  the  coal  resource  is  exhausted.  This 
would  mean  that  several  generations  would  enjoy  the  benefits  of  reduced 
surface  disturbance. 

b)  At  any  one  time,  there  would  be  fewer  acres  that  were  in  partial 
stages  of  reclamation  to  the  standards  of  SMCRA. 

c)  The  reduced  lateral  extension  of  mines  would  reduce  any  visual  dis- 
amenities  or  environmental  costs  associated  with  extra  miles  of  power 
lines  and  haul  roads. 

d)  The  probability  of  "second  openings"  of  the  same  area  would  be  reduced. 

e)  Because  some  mines  would  remove  more  coal  per  acre,  mine  life  would  be 
increased,  thereby  reducing  any  social  costs  (over  and  above  those  covered  by 
taxes  on  mining  operations)  associated  with  either  (1)  opening  additional 
mines  in  the  same  region,  or  (2)  closing  down  all  the  mined-out  operations  in 
one  region  and  moving  them  to  another  region. 

2/  The  "external"  costs  of  a  mining  operation  are  those  costs  caused  by  the 
operation  but  not  paid  by  it.  Such  costs  are  said  to  become  "internalized" 
if  they  become  considered  by  mining  operators  in  their  production  decisions. 
External  social  and  environmental  costs  can  be  internalized  through  regula- 
tion or  through  the  use  of  financial  incentives  (such  as  taxes,  subsidies, 
or  royalty  payments) . 
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Delaying  mine  openings  in  the  same  region  may  be  a  dubious  benefit  be- 
cause the  life  of  a  mine  removing  seams  at  a  shallower  depth  can  be 
extended  by  leasing  a  larger  area.  The  benefits  from  delaying  regional 
shifts  in  mining  communities  are  likely  to  accrue  decades  into  the 
future,  and  analysis  shows  that  they  are  likely  to  be  small,  after 
they  are  appropriately  discounted,  in  comparison  to  the  immediate  extra 
mining  costs. 

Offset  against  all  of  these  benefits  are  the  costs  of  requiring  the  mining 
of  deeper  seams  or  portions  of  a  coal  deposit.  These  costs  are  discussed 
under  four  categories:  increased  mining  costs,  increased  administrative 
costs,  environmental  costs,  and  other  considerations. 

a)  Mining  costs.  Requiring  a  lessee  to  mine  any  coal  that  is  more 
costly  than  other  coal  that  could  be  mined  increases  the  total  costs 
of  all  coal  produced. 

b)  Administrative  costs.  Administrative  costs  could  be  higher  if  some 
of  the  coal  that  a  company  is  required  to  mine  is  privately  uneconomic  3/ 
to  extract.  Higher  administrative  costs  could  derive  from  several  sources: 
(1)  because  the  Department  would  have  to  make  more  careful  determination 
of  which  seams  should  be  taken,  which  would  involve  additional  drilling, 
analysis  and  computation;  (2)  because  the  Department's  determinations 
would  be  more  likely  to  be  challenged  by  mining  companies  based  on 

the  more  detailed  information  they  obtain  on  the  lease  when  preparing 
the  mining  and  reclamation  plan;  and  (3)  because  the  Department  would 
have  to  more  diligently  enforce  the  mining  of  privately  unprofitable  coal. 
Also,  because  coal  prices  and  the  costs  of  mining  could  change  over  the 
life  of  a  mine,  the  MER  determination  might  have  to  be  periodically  re- 
computed based  on  changing  conditions. 

c)  Environmental  costs.  As  reflected  in  the  previous  Secretarial 
decision,  before  requiring  the  mining  of  deeper  seams,  any  additional 
environmental  costs  associated  with  intersecting  more  aquifers  or  mining 
through  more  toxic  overburden  would  have  to  be  considered. 

d)  Other  considerations.  Requiring  the  mining  of  unprofitable  seams 
might  cause  a  shift  in  coal  production  away  from  Federal  tracts  where 
such  seams  existed  to  either  (1)  other  Federal  coal,  or  (2)  non-Federal 
coal,  where  a  company  would  be  free  to  mine  only  those  seams  of  coal 


3/  Throughout  this  paper  the  term  "privately  uneconomic"  is  used  to  denote 
coal  that  has  a  market  value  less  than  the  cost  of  recovery.  Note,  however, 
that  under  none  of  the  MER  options  would  companies  be  required  to  extract 
coal  at  a  private  loss,  rather  the  loss  would  be  sustained  by  the  government 
in  the  form  of  reduced  payments  for  the  lease. 
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that  it  found  economic.  In  addition,  where  Federal  lands  are  inter- 
spersed with  private  lands  in  a  logical  mining  unit,  requiring  the 
mining  of  unprofitable  seams  on  the  Federal  portions  of  the  logical 
mining  unit  may  cause  losses  to  the  owners  of  the  private  coal.  Any 
reduction  in  the  Federal  bonuses  received  for  coal  leases  would  reduce 
the  50%  state  share  correspondingly. 

One  further  point  needs  elaboration.  The  mining  of  privately  unprofit- 
able seams  would  be  required  by  options  2  and  3  only  when  there  are 
other  seams  that  are  profitable  enough  so  that,  overall,  a  normal  rate 
of  return  can  be  obtained  on  the  leases.  The  possibility  of  forcing 
the  mining  of  privately  uneconomic  portions  of  the  deposit  arises  when 
mining  other  coal  on  the  lease  yields  a  positive  economic  rent.  The 
economic  rent  is  defined  as  the  market  value  of  the  privately  economic 
coal  less  any  costs  of  mining,  including  a  normal  rate  of  return  on 
invested  capital.  The  economic  rent  is  divided  between  the  Federal. 
Government  and  the  lessee  by  the  outcome  of  bidding  in  a  lease  sale. 
That  portion  of  the  rent  accruing  to  the  Federal  Government  is  in  the 
form  of  bonus  and  royalty  payments  it  receives  for  the  tract;  that 
accruing  to  the  lessee  would  be  reflected  in  profits  over  and  above  the 
normal  rate  of  return  on  capital.  The  government,  as  owner  of  the 
resource,  attempts  to  design  a  lease  sale  in  such  a  way  that  it  captures 
a  high  proportion  of  the  economic  rent.  How  the  rent  is  distributed 
should  not  affect  the  amount  of  coal  removed  from  the  lease.  Forcing 
the  mining  of  privately  uneconomic  seams  would  reduce  the  economic  rent 
from  the  lease,  thereby  reducing  either  the  bonus  bid  on  the  tract, 
the  above  normal  profit  to  the  lessee,  or  both.  Hence,  in  effect,  the 
Federal  Government,  through  MER,  could  finance  the  mining  of  privately 
uneconomic  seams  of  coal  through  reduced  bonus  payments.  4/  Any  re- 
duction in  bonus  payments  would  also  mean  a  reduction  in  that  portion 
of  the  bonus  (50%)  returned  to  the  states. 

Statutory  Requirements 

Under  the  preferred  alternative,  there  are  four  steps  where  estimates 
of  coal  recovery  need  to  be  made. 

1)  Tract  delineation.  The  delineation  of  a  tract  will  take  into 
consideration  what  coal  is  economically  recoverable. 

2)  Tract  ranking  and  selection.  The  amount  of  coal  recoverable 
from  a  tract  and  the  cost  of  recovery  will  be  important  in  ranking 
tracts,  and  in  determining  how  many  tracts  are  to  be  selected  for 

4/  The  mining  of  privately  uneconomic  seams  could  also  be  financed  by 
any  reduction  in  above  normal  profits  that  the  government  could  force 
from  the  lessee  or  his  operator,  but  this  prospect  is  less  likely. 
Option  3  would,  in  some  cases,  attempt  to  force  this  result. 
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leasing  in  order  to  meet  regional  production  goals.  This  step  is  cur- 
rently referred  to  as  PMER  (preliminary  MER) . 

3)  Prior  to  lease  sale.  Estimates  of  coal  recovery  need  to  be  made 
not  only  in  relation  to  MER,  but  also  to  make  preliminary  determinations 
of  diligence  requirements,  to  estimate  the  amount  of  leasing  needed 

in  order  to  meet  coal  production  targets,  and  to  determine  the  minimum 
acceptable  bid. 

4)  Before  approval  of  the  mining  plan.  Diligence  and  MER  requirements 
are  subject  to  modification  at  this  stage. 

Each  of  the  four  steps  allows  a  more  detailed  estimate  of  the  recoverable 
coal,  based  on  the  more  detailed  information  available  at  that  step  in  the 
leasing  process. 

Only  steps  3  and  4  are  directly  related  to  statutory  requirements.  The 
Federal  Coal  Leasing  Amendments  Act  of  1976  requires  an  MER  determination 
before  the  issuance  of  a  lease  as  well  as  before  approval  of  a  mining  plan. 
Section  3  of  the  Act  states: 

Prior  to  issuance  of  a  lease,  the  Secretary  shall  evaluate 
and  compare  the  effects  of  recovering  coal  by  deep  mining, 
by  surface  mining,  and  by  any  other  method  to  determine 
which  method  or  methods  or  sequence  of  methods  achieves 
the  maximum  economic  recovery  of  the  coal  within  the  proposed 
leasing  tract.  This  evaluation  and  comparison  by  the  Secretary 
shall  be  in  writing  but  shall  not  prohibit  the  issuance  of  a 
lease;  however,  no  mining  operating  plan  shall  be  approved 
which  is  not  found  to  achieve  the  maximum  economic  recovery 
of  the  coal  within  the  tract. 

The  Surface  Mining  Control  and  Reclamation  Act  of  1977  does  not  specifically 
address  maximum  economic  recovery  but  does  state  in  section  508(a)(6): 

Each  reclamation  plan  submitted  shall  include  a  statement 
of  the  consideration  which  has  been  given  to  maximize 
the  utilization  and  conservation  of •  the  solid  fuel  resource 
being  recovered  so  that  reaffecting  the  land  in  the  future 
can  be  minimized. 

Although  MER  properly  refers  to  determinations  made  at  steps  3  and  4, 
the  same  principles  should  also  guide  recovery  determinations  at  steps 
1  and  2. 
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Under  current  practice  the  mining  supervisor  determines  pre-lease  what 
mining  method  (surface,  deep  mining,  or  other)  best  yields  maximum 
economic  recovery.  This  is  not  a  detailed  determination,  seam  by  seam, 
based  on  extensive  economic  analysis.  It  does  involve  a  general  examina- 
tion of  the  tract  and  evaluation  based  on  standard  practices  to  estimate 
which  methods  are  appropriate.  Prior  to  mining  plan  approval,  the  mining 
supervisor  evaluates  the  proposed  plan  in  light  of  maximum  economic  re- 
covery, specifying  modifications  where  necessary.  This  involves  a  more 
detailed  investigation  than  the  pre-lease  analysis.  The  two-stage 
MER  determination  currently  in  use  appears  to  satisfy  the  requirements 
of  the  FCLAA.  Stage  1  meets  the  requirement  that,  prior  to  leasing, 
an  evaluation  be  made  on  which  mining  method  (surface,  deep  mining, 
or  other)  yields  maximum  economic  recovery.  The  second  stage  satisfies 
the  requirement  that  no  mining  plan  be  approved  which  is  not  found 
to  achieve  maximum  economic  recovery. 

In  order  to  make  a  fair  market  value  determination  and  in  order  to  eval- 
uate bids  on  a  lease,  the  Department  will  obtain  enough  information 
pre-lease  to  go  beyond  merely  determining  the  mining  method.  However, 
collection  of  the  more  detailed  geological  information  used  in  the 
design  of  the  mining  plan  and  the  design  of  the  mine  itself  are  currently 
tasks  that  the  successful  bidder  completes  at  his  own  expense.  The 
level  of  information  that  the  Department  obtains  pre-lease  relating 
to  the  net  value  of  the  coal  should  correspond  to  the  expected  increases 
in  bonuses  and  royalties  received  or  to  the  social  and  environmental 
benefits  that  are  attached  to  a  more  precise  specification  of  the  coal 
to  be  removed. 

It  is  not  the  purpose  of  the  options  set  forth  in  this  paper  to  specify 
either  (1)  the  design  of  coal  lease  sales;  (2)  the  appropriate  level 
of  detail  of  information  for  prelease  mineral  evaluation;  or  (3)  the 
level  of  detail  in  the  prelease  specification  of  the  coal  to  be  removed 
from  a  Federal  lease.   (Both  points  2  and  3  depend  upon  the  sale  design.) 
These  are  all  issues  that  require  extensive  analysis  and  that  merit 
further  study.  Rather,  the  primary  purpose  of  this  options  paper  is 
to  establish  the  principle  which  should  guide  MER  determinations  both 
pre-lease  and  at  mining  plan  approval. 

Statement  of  Options  and  Further  Discussion 

Option  1  (marginal  private  cost)  serves  as  the  base  case  to  which  the 
other  options  are  compared.  Option  2  (marginal  social  costs)  is  discussed 
after  the  other  polar  case,  option  3  (average  private  cost). 
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Option  1.  Maximum  economic  recovery  would  have  the  goal  of  maxi- 
mizing the  net  present  value  of  the  coal  extracted  from  a  logical 
mining  unit.  This  would  mean  that  after  safety  factors  are  taken 
into  account,  all  portions  of  the  coal  deposit  within  a  Federal 
lease  should  be  mined  that  have  a  private  incremental  cost  of 
recovery  (including  reclamation  costs  and  opportunity  costs)  less 
than  or  equal  to  the  market  value  of  the  coal. 

Choosing  option  1  would  be  appropriate  if  one  assumes  that  (1)  the  extra 
reclamation  costs  per  acre  incurred  in  meeting  surface  mining  regulations 
are  sufficient  to  focus  lessee  interest  on  tracts  where  more  coal  may  be 
removed  per  acre;  and  (2)  the  mitigation  of  socioeconomic  impacts  will  be 
adequately  handled  by  other  aspects  of  the  Federal  coal  management  program, 
such  as  tract  ranking  and  selection,  the  scheduling  of  lease  sales,  the 
sharing  of  Federal  royalty  and  bonus  money  with  the  states,  and  proposed 
energy  impact  assistance  programs.  Alternatively,  option  1  would  be  appro- 
priate if  the  administrative  costs  associated  with  implementing  the  other 
options  are  so  high  that  they  outweigh  any  possible  benefits.  For  example, 
option  1  would  not  demand  the  additional  administrative  costs  associated 
with  the  more  careful  evaluation  of  deeper  or  more  remote  deposits  especially 
required  under  option  3.  In  addition,  since  option  1  regards  private  inte- 
rests  to  be  satisfactorily  aligned  with  public  interests  through  other 
aspects  of  the  Federal  coal  management  program,  there  would  be  less  need 
for  the  Department  to  defend  its  MER  determinations  or  to  carefully  monitor 
which  portions  of  the  coal  deposit  were  recovered.  Furthermore,  if  coal 
prices  or  the  costs  of  mining  changed  over  the  life  of  a  mine,  it  could 
be  expected  that  the  lessee  would  in  most  cases  appropriately  modify 
his  determination  of  the  coal  to  be  recovered,  regardless  of  any  recalcu- 
lation by  the  Department. 

Option  3.   Maximum  economic  recovery  is  defined  as  the  extraction 
of  those  portions  of  the  coal  from  a  Federal  lease,  after  safety 
factors  are  taken  into  account,  that  collectively  have  an  average 
cost  of  recovery  (including  reclamation  costs  and  opportunity  costs) 
less  than  or  equal  to  the  market  value  of  the  coal. 

This  option  is  substantially  similar  to  the  present  preferred  option. 
Under  option  3  the  regional  coal  team  would  identify  those  tracts  where 
the  mining  of  privately  uneconomic  seams  could  be  financed  out  of  the 
economic  rent  on  the  tract.  Such  additional  seams  would  not  exist  on 
all  tracts.  Department  judgment  is  that  such  additional  seams  would  exist 
in  about  25  percent  (by  tonnage)  of  the  1980-1985  Federal  leases  that 
would  be  surface  mined  (89  million  tons  per  year  out  of  356  million  tons 
per  year) . 
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Such  tracts  with  deeper  seams  would  be  identified  at  the  tract  delin- 
eation stage  for  further  study.  The  economic  feasibility  of  mining 
the  deeper  seams  would  be  analyzed  during  tract  ranking  and  delinea- 
tion. After  tract  selection,  the  more  detailed  information  available 
from  the  pre-lease  mineral  evaluation  would  be  used  to  make  a  more 
precise  determination  of  which  privately  uneconomic  seams  would  fall 
under  the  private  average  cost  rule.  The  Department  may  announce  this 
determination  in  the  notice  of  lease  sale  in  order  to  allow  bidders 
to  appropriately  adjust  their  bids.  In  some  cases  the  Department's 
determination  of  which  seams  should  be  mined  under  the  criterion 
of  option  3  would  be  changed  at  the  mining  plan  approval  stage,  based 
on  the  more  detailed  information  contained  in  the  mining  plan.  In. 
the  case  of  substantial  changes  in  coal  prices  or  mining  costs  during 
the  life  of  the  mine,  the  mining  supervisor  could  modify  the  determi- 
nation of  which  coal  should  be  mined  by  utilizing  his  authority  to 
modify  the  economic  terms  of  a  lease  when  such  terms  impose  hardship 
on  a  Federal  lessee. 

Choosing  option  3  would  be  appropriate  if  social  and  environmental 
benefits  were  nearly  always  large  enough  to  offset  (1)  administrative 
costs  and  (2)  the  economic  rent  on  the  lease  that  would  be  foregone 
by  requiring  the  mining  of  privately  uneconomic  seams,  when  such  seams 
exist.  Analysis  by  GS  does  not  indicate  that  the  benefits  of  option  3 
warrant  the  costs  (see  Table  1).  By  1985,  GS  estimates  that  456  fewer 
acres  per  year  (approximately  0.7  square  miles  per  year)  would  be  dis- 
turbed compared  with  option  1,  but  that  mining  costs  would  increase 
by  $113  million  annually  and  administrative  costs  would  increase  by 
$1.5  million  annually.  If  one  assumes  that  undisturbed  acres  are  the 
principal  benefit,  then  the  value  of  an  undisturbed  acre  would  have 
to  be  $250,000  on  the  average  in  order  to  justify  the  mining  of  pri- 
vately uneconomic  seams.  (The  value  of  an  undisturbed  acre  would  have 
to  range  from  $160,000  in  the  San  Juan  formation  to  $680,000  in  the 
Northeast  Powder  River).  Of  course  there  are  other  possible  benefits 
(listed  above).  But  even  if  one  places  the  value  of  an  undisturbed 
acre  at  $10,000  ($640,000  per  square  mile),  it  is  doubtful  whether 
the  other  benefits  (the  slight  annual  decrease  in  lateral  extension  of 
haul  roads  and  utility  lines,  the  fewer  partially  reclaimed  acres,  and 
the  extended  time  to  mine  out  one  area)  would  be  worth  the  remaining 
$108  million  annual  cost. 
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Table  1 
Comparison  of  options  by  cost  and  acres  disturbed  during  1985.  */ 

Option  1     Option  2     Option  3 
0 


Production  where  privately 
uneconomic  seams  are  mined 
(million  tons  per  year) 

Costs 

Annual  increase  in  admin- 
istrative costs  (million  $) 


Annual  increase  in  mining 
costs  (million  $) 


Principal  Benefit 
Annual  decrease  in  acres 
disturbed 


infrequent 


89 


0,2 
( balanced  to 
benefits) 

slight 
(balanced  to 
benefits) 


slight 


1.5 


113 


456 


y   The  values  in  this  "table  are  taken  from  the  economic  analysis  that  is 
included  with  the  supplemental  material  to  this  decision  document. 

Additional  difficulties  that  could  be  encountered  under  option  3  are  the 
following . 

-  If  coal  prices  or  costs  of  production  changed  significantly  over 
the  life  of  the  mine,  the  Department  might  be  obligated  to  recompute  the 
coal  to  be  extracted . 

-  The  substantial  reduction  in  Federal  bonuses  expected  under  this 
option  (equal  to  the  extra  mining  costs  of  $113  million  annually  by  1985) 
would  mean  that  the  50%  state  share  would  be  reduced  correspondingly. 
Therefore  the  funding  available  for  mitigation  of  socioeconomic  impacts 
would  be  reduced . 

-  Because  this  MER  policy  substantially  reduces  the  economic  rent  on 
some  tracts,  and  because  some  of  that  rent  normally  would  accrue  to  the 
lessee,  option  3  may  cause  shifting  of  coal  production  away  from  those 
tracts  to  other  Federal  coal  or  to  non-Federal  coal.  The  avoidance  of 
these  tracts  is  likely,  whether  or  not  the  Department  makes  a  pre-sale 
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announcement  as  to  what  seams  should  be  extracted.  The  shifting  is 
estimated  to  be  in  some  amount  less  than  89  million  tons  of  1985  pro- 
duction out  of  356  million  tons  from  Western  surface  mines. 

-  Although  most  of  the  analysis  of  this  option  has  been  in  relation 
to  surface  mining,  the  definition  of  MER  would  apply  to  underground  mining 
as  well.  In  some  geologic  formations  with  two  seams,  mining  the  lower  seam 
first  might  make  it  impossible  to  mine  a  seam  that  is  above  the  lower  seam. 
If  the  lower  seam  is  profitable,  but  the  upper  seam  must  be  mined  at  a  loss, 
option  3  would,  in  some  cases,  force  the  operator  to  mine  the  upper  seam  at 
a  loss  for  a  number  of  years,  before  losses  could  be  offset  by  profits  from 
mining  the  lower  seam.  There  appear  to  be  high  costs,  but  insignificant 
environmental  and  social  benefits,  associated  with  applying  option  3  to 
underground  mines.  In  the  event  that  option  3  is  selected,  the  Secretary 
may  wish,  at  some  future  time,  to  consider  a  suboption  which  would  apply 
option  1  to  underground  mines. 

-  On  a  lease  with  a  dipping  bed  of  coal ,  option  3  could  require  the 
mining  of  lower  portions  of  the  dipping  bed  where  the  stripping  ratio 

is  such  that  the  coal  is  privately  uneconomic.  Yet,  if  additional  surface 
were  disturbed  to  access  the  lower  portions  of  the  dipping  bed,  few 
environmental  benefits  would  result. 

Option  2.  Maximum  economic  recovery  should  have  the  goal  of  maxi- 
mizing the  social  net  present  value  of  the  coal  extracted  frcm 
a  logical  mining  unit.  Normally  this  would  mean  that  after  safety 
factors  are  taken  into  account,  all  portions  of  the  coal  deposit 
should  be  extracted  that  have  a  private  incremental  cost  of  recovery 
(including  reclamation  costs  and  opportunity  costs)  less  than  or 
equal  to  the  market  value  of  the  coal.  But,  for  those  cases  when 
there  are  substantial  socioeconomic  and  environmental  costs  and 
benefits  that  are  not  otherwise  considered  in  the  private  decisions 
of  the  mining  company  or  in  the  Federal  coal  management  program  and 
when  consideration  of  those  additional  costs  and  benefits  might 
reasonably  be  expected  to  alter  the  decision  as  to  what  coal  should 
be  removed,  the  Federal  land  manager  may,  at  his  discretion,  require 
that  those  costs  and  benefits  be  considered  and  that  all  portions 
of  the  deposit  be  mined  for  which  the  marginal  social  benefits 
are  greater  than  or  equal  to  the  marginal  social  costs  of  recovery. 

At  the  tract  delineation  stage,  the  regional  coal  team  would  identify 
for  the  purposes  of  further  study  those  tracts  where  the  costs  of  mining 
privately  uneconomic  seams  (or  portions  of  the  coal  deposit)  is  expected 
to  be  outweighed  by  the  benefits  of  mining  such  seams.  The  wording 
in  option  2  regarding  "substantial  socioeconomic  and  environmental  costs 
and  benefits"  and  "reasonably  expected  to  alter"  is  included  to  prevent 
the  adoption  of  costly  administrative  procedures  that  would  be  routinely 
applied  to  leases  where  only  insignificant  benefits  could  result. 
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Analysis  by  GS  indicates  that  cases  where  option  2  would  require  the 
mining  of  privately  uneconomic  seams  would  be  found  infrequently,  sub- 
stantially less  than  the  25%  of  cases  under  option  3.  The  determination 
of  whether  additional  seams  should  be  mined  would  become  more  specific 
as  more  detailed  information  became  available  through  the  successive 
steps  of  tract  delineation,  tract  ranking  and  selection ,  and  pre-lease 
mineral  evaluation.  However,  compared  with  option  3,  prior  judgment 
would  substantially  reduce  the  number  of  tracts  for  vhich   these  determi- 
nations would  need  to  be  made.  An  announcement  may  be  made  of  the 
seams  to  be  taken  prior  to  lease  sale,  but  the  determination  would 
be  subject  to  change  at  the  mining  plan  approval  step. 

Option  2  is  a  "fine  tuning"  option.  The  goal  of  this  option  is  to  prop- 
erly align  any  benefits  due  to  reduced  surface  disturbance  or  increased 
mine  life  with  additional  mining  costs  and  administrative  costs.  Choosing 
this  definition  would  be  approprate  if  there  are  some  cases  when  the 
benefits  of  mining  privately  uneconomic  seams  might  reasonably  be  expected 
to  exceed  both  extra  mining  costs  and  the  increased  administrative  burdens 
of  determining  which  additional  coal  should  be  mined  and  of  enforcing 
compliance.  Under  this  option,  mining  of  privately  uneconomic  seams 
on  Federal  leases  would  be  required  if  it  seemed  reasonable  that  benefits 
would  exceed  extra  mining  and  administrative  costs.  While  this  option 
would  not  require  strict  analytical  balancing  of  benefits  and  costs, 
there  would  be  an  attempt  to  make  an  explicit  judgment  as  to  whether  or 
not  benefits  might  reasonably  be  expected  to  exceed  costs.  The  judgment, 
which  would  be  made  by  the  regional  coal  team,  would  incorporate  the 
best  qualitative  evaluations  of  appropriate  experts  within  the  Department. 

The  economic  analysis  of  the  options  considered  broadly  representative 
coal  formations,  and  in  none  of  these  did  it  appear  that  consideration 
of  environmental  and  social  impacts  would  change  the  determination  of 
what  seams  should  be  mined  throughout  the  formation.  However,  by  con- 
sidering typical  examples  of  when  option  2  might  reasonably  be  expected 
to  substantially  alter  the  determination  of  the  coal  to  be  mined ,  it 
is  possible  to  conclude  that  (1)  there  may  be  very  few  coal  mines 
where  option  2  would  be  expected  to  change  the  determination  of  what 
coal  should  be  taken  compared  with  option  1,  and  (2)  even  in  those 
special  cases,  the  expected  environmental  and  socioeconomic  benefits 
would  have  to  be  quite  high  in  order  to  justify  the  extraction  of 
privately  uneconomic  coal.  Table  1  reflects  these  qualitative  results 
for  option  2. 

In  one  example  that  was  analyzed ,  70  feet  of  overburden  covers  the  main 
30-foot  thick  coal  seam,  which  is  profitable  to  mine.  If  a  second 
coal  seam  is  10  feet  thick  and  lies  15  feet  below  the  main  seam,  it 
lies  at  a  depth  of  2  feet  below  the  depth  at  which  it  would  be  pri- 
vately economic.  If  the  only  benefits  of  requiring  the  mining  of  the 
deeper  seam  were  the  reduced  acreage  disturbed,  those  benefits  would 
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have  to  exceed  approximately  $80,000  per  acre  in  order  to  justify  mining 
the  lower  seam.  In  the  same  example,  if  undisturbed  acres  are  valued 
at  a  more  reasonable  $10,000  each  and  if  these  are  considered  the  only 
benefits,  then  the  Department  could  justify  the  mining  of  a  lower  seam 
even  though  it  lay  1/2  foot  below  where  it  would  be  privately  economic. 
Coal  prices  and  the  costs  of  mining  clearly  cannot  be  estimated  pre- 
cisely enough  before  the  lease  sale  in  order  to  make  such  finely  tuned 
determinations,  because,  in  the  example  above,  a  $2  increase  in  the 
price  of  coal  changes  the  estimate  of  the  depth  at  which  a  secondary 
seam  would  be  privately  uneconomic  by  about  17  feet. 

These  and  other  typical  examples  illustrate  that  if  coal  prices  and 
mining  costs  could  be  known  precisely,  consideration  of  social  and 
environmental  impacts  may  allow  the  Department  to  fine  tune  its  estimate 
of  the  depths  at  which  secondary  seams  should  be  mined  by  one  foot 
or  less,  but  uncertainty  as  to  the  price  of  coal  and  the  cost  of  mining 
in  the  neighborhood  of  $2  per  ton  would  change  those  same  estimates 
by  10  feet  or  more. 

These  calculations  indicate  that  our  attempt  to  "fine  tune"  an  MER  de- 
termination before  the  lease  sale  by  using  social  and  environmental 
benefits  and  costs,  may  be  overwhelmed  by  variations  due  to  uncertain 
market  prices  and  mining  costs.  In  order  to  allow  for  this  effect, 
the  initial  pre- lease  determination  of  which  seams  are  to  be  mined 
must  be  subject  to  revision  based  on  the  detailed  information  sub- 
mitted by  the  applicant  for  mine  plan  approval  or  during  operations. 
Allowing  this  flexibility  to  make  corrections  would  minimize  the  effects 
of  incorrect  pre-lease  selling  price  and  mining  cost  estimates,  while 
allowing  the  government  to  internalize  external  environmental  and  social 
costs  which  private  industry  would  otherwise  not  take  into  account. 

Other  considerations  concerning  option  2  are  the  following. 

-  The  Department's  MER  determination  would  be  subject  to  recomputa- 
tion  from  time  to  time  due  to  changing  prices  of  coal  and  costs  of 
production. 

-  Unlike  option  3,  option  2  would  not  lead  to  a  substantial  reduction 
in  Federal  bonuses  or  in  the  50%  state  share. 

-  Because  only  small  amounts  of  privately  unattractive  coal  would 
be  mined  under  option  2,  any  reduction  in  economic  rents  would  probably 
not  cause  a  substantial  shift  in  coal  production  away  from  leases 
where  MER  forced  the  extraction  of  privately  uneconomic  seams. 

-  As  regards  underground  mines  and  mines  with  a  dipping  coal  seam, 
option  2,  unlike  option  3,  would  not  require  the  mining  of  certain  pri- 
vately uneconomic  portions  of  the  coal  deposit,  if  such  a  requirement 
would  yield  few  environmental  and  social  benefits. 
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Issue  Paper  8 


DELEGATION  OF  SECRETARIAL  AUTHORITY  UNDER  THE 
NEW  FEDERAL  COAL  MANAGEMENT  PROGRAM 

Discussion;   Since  February  1973,  when  the  Secretary  of 
the  Interior  announced  a  new  coal  leasing  program 
which,  among  other  things,  stopped  the  processing  of 
new  coal  leases  except  under  certain  specific  exceptions 
for  short-term. leases  needed  to  maintain  existing 
operations,  authority  for  most  coal-related  actions  has 
been  retained  by  the  Secretary. 

During  this  time,  while  the  Department  was  in  the 
process  of  developing  new  coal  environmental  statements, 
new  coal  regulations,  and  responding  to  the  terms  of 
the  court  order  in  Natural  Resources  Defense  Council, 
Inc.,  et.  al.  v.  Royston  Hughes,  et.  al.,  it  was 
essential  that  the  Secretary  retain  authority  for 
approval  of  coal  actions. 

If  the  Secretary  selects  a  new  coal  management  program, 
he  may  wish  to  give  consideration  to  redelegation  of 
certain  coal  related  actions  to  the  Assistant  Secretary 
-  Land  and  Water.   This  would  not  include  those  actions 
described  in  the  Final  Environmental  Statement  for  the 
Federal  coal  management  program  related  to  tract  ranking, 
selection,  and  sale  scheduling,  and  the  selection  of 
regional  production  targets. 

The  following  options  for  assignment  of  decision 
authorities  for  steps  in  the  Federal  coal  management 
process  are  presented  for  consideration: 

Option  1:   The  Secretary  would  retain  authority  for  all 
decisions  associated  with  coal  leasing,  including 
pre-sale,  sale,  and  emergency  leasing  procedures. 

Option  2:   The  Secretary  would  delegate  interim  authority 
to  the  Assistant  Secretary  -  Land  and  Water  Resources, 
for  leasing  decisions  involving  preference  right  lease, 
emergency  lease,  and  lease  modification  approvals 
unless  those  decisions  were  an  integral  part  of  a 
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Secretarial  regional  coal  lease  sale  approval.   The 
delegation  of  authority  to  the  Assistant  Secretary  - 
Land  and  Water  Resources  would  also  include  approval 
for  notice  of  lease  offerings  for  tracts  contained  in 
the  Secretarial  approved  regional  coal  lease  sale 
schedules.   After  a  period  of  time  during  which  the 
viability  of  the  procedures  outlined  in  the  preferred 
alternative  should  have  been  demonstrated,  consideration 
would  be  given  to  re-delegation  of  the  authority  for  the 
above-listed  decisions  to  the  Director,  Bureau  of  Land 
Management. 
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Issue  Paper  9 

MINORITY  BUSINESS  INVOLVEMENT  IN  THE 
FEDERAL  COAL  MANAGEMENT  PROGRAM 

The  Department  is  vigorously  seeking  to  provide  equity 
for  minority  businesses  in  gaining  access  to  the  economic 
benefits  to  be  derived  from  the  exploitation  of  natural 
resources.   Establishment  of  a  set-aside  Federal  coal 
lease  sale  program  for  minority  businesses  would  be  a 
major  contribution  to  this  effort.   Nonetheless,  there 
are  serious  questions  whether,  practically,  it  is  possible 
to  establish  a  specific  minority  set-aside  program 
under  existing  regulations  and  statutes  within  a  rea- 
sonably short  period  of  time  and  without  risking  a  court 
challenge.   Court  challenges  may  come  from  those  who  see 
the  minority  leasing  as  restricting  their  access  to 
Federal  coal  leases. 

The  Solicitor's  Office,  in  analyzing  a  decision  in  a  suit 
challenging  another  Federal  minority  program,  has  indicated 
that  the  Secretary  must  demonstrate  that  a^et-aside 
program  would  be  truly  needed  and  that  it  would  effectively 
enhance  minority  business  opportunity  in  order  for  the 
courts  to  uphold  it.   Demonstrating  these  qualifications 
may  be  very  difficult.   The  December  19,  1979,  memorandum 
of  Associate  Solicitor,  Energy  and  Resources,  suggests 
that  we  would  need  to  develop  a  record  which,  among  other 
things,  discloses  the  amount  of  minority  business  involve- 
ment in  Federal  coal  leases  to  date;  discusses  the 
reasons  for  the  lack,  if  any,  of  minority  participation 
in  the  past  (e.g.,  whether  related  to  past  discrimination 
by  the  Department  or  other  reasons) ;  and  explores  the 
possibility  of  future  minority  involvement  with  or 
without  such  a  program. 

The  Office  of  Coal  Leasing,  Planning  and  Coordination  has 
determined  that  the  Department  does  not  possess  the 
necessary  information  to  provide  a  justification  for  the 
prompt  establishment  of  a  minority  set-aside  coal  lease 
sale  program  which  would  be  sufficient  to  satisfy  the 
Solicitor  and  the  courts.   Legislation  to  establish  such 
a  program  could  be  sought;  however,  it  is  unlikely  that 
the  Congress  would  act  expeditiously  to  provide  such 
authority.   As  a  result,  the  establishment  of  a  specific 
minority  coal  lease  set-aside  program,  if  it  can  be  done 
at  all,  appears  capable  of  accomplishment  only  after  a 
lengthy,  sustained  effort  by  the  Department. 

In  light  of  this  uncertainty  and  since  we  have  in  prospect 
a  sound  and  effective  alternative,  the  Department  may 
wish  to  defer  for  the  present  advancing  a  set-aside 


program  for  minority  enterprises.   The  alternative  would 
be  to  provide  a  small  business  set-aside  which  will 
include  leasing  opportunities  for  minority  concerns.   The 
Department  has  the  authority  to  immediately  implement,  in 
cooperation  with  the  Small  Business  Administration  (SBA) , 
a  small  business  set-aside  program.   The  Small  Business 
Act  provides,  in  general,  that,  when  leasing  public 
resources,  the  Department  may  give  a  reasonable  opportunity 
for  small  businesses  to  bid  on  and  purchase  a  fair 
percentage  of  the  leases  offered.   Within  the  context  of 
this  set-aside  every  reasonable  effort  could  then  be  made 
to  create  opportunities  for  minority  owned  and  operated 
small  business  concerns  to  fully  participate  in  the 
program.   The  SBA,  in  turn,  has  several  programs  estab- 
lished to  aid  minority  small  businesses  which  then  could 
bid  on  the  designated  lease  offerings. 

There  is  reason  to  be  optimistic  that  a  workable  and 
satisfactory  program  could  be  developed  quickly  to 
encourage  entry  of  small  businesses  in  Federal  coal 
leasing,  if  the  Department  makes  use  of  the  existing  small 
business  set-aside  statutory  provisions,  as  well  as  the 
expertise  of  the  SBA  and  the  interest  the  agency  has 
evidenced  in  preliminary  contacts.   While  a  small  business 
set-aside  lease  sale,  with  special  emphasis  for  minority 
leasing  opportunities,  would  not  guarantee  minority_ 
participation,  it  could  serve  as  an  incentive  for  minorities 
to  become  involved  in  coal  leasing.   There  appears  to  be 
no  apparent  reason  to  doubt  that  some  minority  businesses 
would  take  advantage  of  a  leasing  set-aside  for  small 
concerns. 

To  make  such  an  alternative  effective,  a  suitable  way 
would  have  to  be  found  to  strongly  encourage  present  and 
potential  minority  entrepreneurs  to  consider  coal  leasing, 
and  to  indicate  to  them  the  special  (if  not  preferential) 
attention  they  would  receive  throughout  the  entire  coal 
leasing  process.   Implementation  of  a  small  business 
set-aside  would  give  us  a  good  indication  of  the  extent 
to  which  minorities  evidence  interest,  real  or  otherwise, 
in  coal  leasing  activities.   It  would  also  serve  as  a 
foot-in-the-door  for  minorities  in  the  Department's 
natural  resource  management  programs. 

A  draft  Memorandum  of  Understanding  between  the  Department 
and  the  SBA  with  respect  to  Federal  coal  lease  offerings 
to  small  business  concerns  is  now  in  preparation  and  will 
be  ready  shortly  for  review  by  the  appropriate  offices  of 
the  Department  and  the  SBA.   The  final  document  will  be 
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forwarded  to  the  Secretary  for  joint  signature  with  the 
Administrator,  SBA.   The  Department  could  request  inclu- 
sion of  language  in  the  MOU  to  specifically  emphasize 
that  it  will  be  the  official  policy  of  the  Department  and 
the  SBA  to  provide  the  maximum  possible  opportunities  for 
minority  owned  concerns  to  fully  take  part  in  the  set- 
aside  program.   The  inclusion  of  such  language  in  the  MOU 
would  clearly  demonstrate  the  Department's  commitment  to 
provide  minority-owned  businesses  a  real  chance  to  be 
part  of,  and  to  derive  economic  benefits  from,  its 
natural  resource  programs. 

The  Department  is  also  attempting  to  determine  the  extent 
of  Federal  resources  available  (from  this  Department,  the 
Departments  of  Commerce  and  Energy,  and  the  Small  Business 
Administration)  to  design,  implement  and  carry  through  a 
successful  coal  leasing  set-aside  for  small  business 
entrepreneurs.   This  will  include  knowing  what  seed-money, 
long-term  funding,  expertise,  guidance  and  general 
management  and  technical  "how-to-do"  information  and 
other  resources  are  actually  at  hand  and  can  readily  be 
made  available  to  individuals  who  are  interested  and 
serious  about  coal  leasing.   The  creation  of  a  quality 
"comprehensive  assistance  package"  will  be  critical  to 
the  success  of  a  small  business  coal  lease  sale  set  aside 
program  and  to  active  minority  business  participation  in 
that  program. 

Decision 

The  Department's  bureaus  and  offices  involved  with 
this  effort  shall  continue  to  carry  through  with  the 
policy  direction  indicated  in  the  above  paper  -  namely 
(a)  to^ institute  a  small  business  set-aside  program 
sufficient  to  meet  reasonably  needs  and  one  that  offers 
coal  of  comparable  quality  to  that  offered  in  other 
Federal  coal  management  leases,  and  (b)  to  encourage 
minority  participation  in  that  program  through  active 
support  efforts. 

Approve  


Approve  with  modification 
Disapprove  


Other  Action 


no 


Issue  Paper  10 

EMERGENCY  LEASING 

Statement  of  Problem 

Emergency  leasing  is  needed  to  relieve  potential  Federal  coal  lessees  of  the 
nTrdship  that  might  occur  in  certain  cases  if  all  leasing  proceeded  through 
normal  procedures. 

At  issue  is  the  question  of  how  the  Department  should  structure  this  emergency 
relief  feature,  ft  is  assumed  for  purposes  of  this  paper  that  the  Secretary 
will  select  the  preferred  alternative  coal  management  program. 

Background 

The  Department  of  the  Interior   in  May  1971  imposed  an  informal   leasing 
moratorium  in  order  to  reassess   its  leasing  policy.   In  February  1973, 
the  Secretary  of  the  Interior   instituted  a  formal   leasing  moratorium. 
He  also  announced  that  he   intended  to  establish  a  new  coal  leasing  policy 
and  that,    in  the  short  term,  the  Department  would  only  consider   ^uing 
leases:     a)    to  avoid  losing  coal  where   it  might  be  bypassed,    (b)    to  main 
tein  existing  coal  operations,   or   (c)   to  provide  reserves  for  production 
neSed  in  tK  near  future.     BIM  issued   instructions  implementing  this 
shS-tem  policy  in  July  1973.     The   instructions  added  the  requirement 
that  the  decision  to  issue  leases  should  be  based  upon  sufficient 
indications  that  a  prospective  lessee  needed  coal   to  satis^  ««*£* 
market  and   intended  to  begin  development  of   the  coal  within  three  years. 

on  Seotember  27,   1977,   the  U.S.    District  Court  for  the  District  of  Columbia 
Sl2   iSc  v     Hughes  that  the  1975  final  coal   leasing  programmat^  environ- 
ment  to|ict  statement  was   inadequate,   and   the  court  enjoined  the  Department 
from: 

"taking  any  steps  whatsoever  directly  or   indirectly  to  imple- 
ment the  new  coal  leasing  program,    including  calling  for  the 
nomination  of   tracts  for  Federal  coal   leasing  and   issuing        _ 
any  leases,   except  when  the  proposed  lease  is  required  to  main- 
tain an  existing  mining  operation  at  the  present  levels  of  Pro- 
duction or  is  necessary  to  provide  reserves  needed  to  ^existing 
contracts  and   the  extent  of   the  proposed   lease   is  not  gr eater  than 
is  required  to  meet  these  two  criteria  for  more  than  three  years   in 
the  future." 
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The  Department  found  these  emergency  leasing  procedures  too  restrictive  and  on 
June_14,  1978,  negotiated  an  amended  court  order  (described  below)  permitting 
leasing  substantially,  more  reserves  than  would  have  been  allowed  under  the 
court's  initial  standards. 

Between  1974  and  April  1,  1978,  10  leases,  covering  30,246  acres,  were  issued- 
most  were  for  extensions  of  existing  operations.  Seven  of  these  leases  were 
producing  coal  by  the  end  of  1977. 

Statutory  Authority 

The  statutory  authority  for  emergency  leasing  is  the  same  as  that  for  coal  leas- 
ing. There  are  two  provisions  of  the  Federal  Coal  Leasing  Amendments  Act  of  1976 
of  particular  significance  to  emergency  leasing. 

1.  All  coal  leases  must  be  awarded  through  competitive  bidding. 

2.  "No  lease  sale  shall  be  held  unless  the  lands  containing  the  coal  deposits 

have  been  included  in  a  comprehensive  land-use  plan  and  such  sale  is  com- 
patible with  such  plan  ....  That  where  the  Secretary  of  the  Interior 
finds  that  because  of  non-Federal  interest  in  the  surface  or  because  the 
coal  resources  are  insufficient  to  justify  the  preparation  costs  of  a 
Federal  comprehensive  land-use  plan,  the  lease  sale  can  be  held  if  the 
lands  containing  the  coal  deposits  have  been  included  in  either  a  compre- 
hensive land-use  plan  prepared  by  the  State  within  which  the  lands 
are  located  or  a  land  use  analysis  prepared  by  the  Secretary  of  the 
Interior." 

Competitive  sales  are  very  difficult  in  the  special  situations  under  which  this 
type  of  leasing  is  conducted.  Planning  is  applied  site  specifically  so  that 
responses  to  applicant's  needs  can  be  prepared  quickly. 

Regulations 

The  provisions  of  the  amended  court  order  and  various  instruction  memoranda  issued 
to  implement  the  order  have  essentially  superseded  the  current  43  CFR  3225.3. 
Regulations  relating  to  the  preferred  alternative  and  dealing  with  emergency 'leas- 
ing have  been  proposed  as  43  CFR  3425. 
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Current  Procedures 

The  Department  is  currently  operating  under  the  provisions  of  the  NBDC  vs.  Hughes 
amended  court  order.  The  agreement  embodied  in  the  amended  order  permits  leasing 
under  any  of  the  following  six  standards: 

1.  By-pass  leases  are  permitted  where  Federal  coal  may  be 
otherwise  lost  if  it  is  not  developed  by  an  existing  mine  because 
subsequent  costs  (either  economic  or  environmental)  would  be  much 
higher.  Up  to  five  years  of  reserves  may  be  included  in  a  lease 
issued  under  this  provision.  To  qualify  for  a  lease,  mining 
operations  must  have  been  in  existence  on  September  27,  1977. 

2.  Employment  or  production  maintenance  leases  may  be  issued 

in  order  to  maintain  production  and  employment  in  mines  existing 
on  September  27,  1977,  which  are  running  short  of  reserves  needed 
to  meet  existing  contracts.  Up  to  eight  years  of  reserves  may  be 
included  in  a  lease  under  this  provision. 

3.  Energy  research  and  development  leases  of  no  more  than  500,000 
tons  annual  production  may  be  issued  to  support  energy  research 
and  development  projects  sponsored  by  the  Department  of  Energy 
projects  authorized  under  Section  908  of  SMCRA.  Leasing  is  allowed 
if  the  technology  assessed  cannot  be  demonstrated  on  existing  leases 
or  private  coal  holdings. 

4.  Lease  exchanges  are  permitted  to  implement  exchanges  for  Federal 
leases  in  alluvial  valley  floors  under  Section  510(b)(5)  of  SMCRA. 

5.  Hardship  Leases  involve  seven  particular  lease  applications  speci- 
fied in  the  agreement  as  being  subject  to  the  injunction  regardless 

of  any  other  particular  standard.  The  basis  for  these  leases  varies, 
but  each  has  some  special  circumstance  or  hardship  which  justified 
proceeding  with  lease  issuance  in  advance  of  the  completion  of  pro- 
grammatic statement. 
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6 •  Noncompetitive  (preference  right)  lease  applications  may  be  process- 
ed but  not  issued  for  the  20  PRLAs  having  the  least  environmental  impact. 

For  the  purposes  of  this  paper  the  by-pass  and  employment  lease  provisions 
of  che< amended  court  order  are  the  most  critical.  Any  emergency  leasing 
provisions  of  a  new  Federal  coal  management  must  deal  with  these  types 
of  situations. 

The  hardship  lease  provisions  were  project  specific  determinations.  The 
applications  that  were  designated  must  be  carried  into  any  new  program. 

The  amended  court  order  will  cease  to  have  effect  once  a  new  Federal  coal 
management  program  has  been  chosen  unless  any  or  all  of  the  emergency  pro- 
visions of  the  order  are  adopted  as  part  of  the  new  program. 

Proposed  Procedures 

The  emergency  leasing  provisions  in  the  proposed  coal  management  regulations, 
43  CFR  3425,  published  in  the  Federal  Register  on  March  19,  1979,  differ  signi- 
ficantly from  the  procedures  outlined  above  for  the  amended  court  order.  The 
proposed  regulations  would  adopt  the  by-pass  and  employment  lease  criteria  of  the 
amended  court  order  but  allow  up  to  8  (instead  of  5)  years  of  reserves  to  be 
leased  under  the  by-pass  criteria.  In  addition,  "...  the  need  for  the  coal 
deposits  shall  have  resulted  from  circumstances  that  were  beyond  the  control  of 
the  applicant  or  that  he  could  not  have  reasonably  foreseen  and  planned  for." 

The  hardship  criteria  have  been  modified  extensively.  Under  the  proposed 
regulations  an  emergency  lease  sale  could  be  held  in  response  to  an  application 
if  it  could  be  shown  that  the  application  involves  coal  deposits  that  are  needed 
to  avoid  significant  hardship  to  the  lease  applicant  or  users  of  the  coal.  The 
application  would  have  to  show  that  the  coal  deposits  were  unlikely  to  be 
delineated  or  scheduled  for  sale  in  the  normal  competitive  system  for  one  of  the 
following  reasons: 

-  The  deposit  is  outside  a  designated  Federal  coal  production  region; 

-  The  deposit  is  inside  a  coal  production  region  in  which  activity 
planning  has  not  yet  commenced;  or 

-  The  deposit  if  of  a  size,  quality,  or  end  use  that  is  not  significantly 
related  to  meeting  the  regional  leasing  target. 

The  application  must  also  show  hardship  of  one  of  the  following  types: 
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-  A  locality  has  lost  or  will  lose  its  alternative  sources  of  domestic 
coal  supply; 

-  A  mine  which  has  been  closed  will  be  reopened,  and  local  unemployment 
will  be  alleviated; 

-  The  mine  will  test  new  technology  whose  development  is  supported  by  a  Federal 
agency; 

-  Mining  and  reclamation  of  the  tract  will  promote  a  program  or  policy  of 
another  surface  management  agency,  such  as  rehabilitation  of  lands 

harmed  by  past  uses;  or 

-  Similar  reasons  that  the  Secretary  determines  are  substantially  in  the 
public  interest  after  allowing  opportunity  for  public  hearing  (on  the  application) 
and  considering  the  comments  therein.  No  limit  is  put  on  the  amount  of  coal  that 
might  be  leased. 

The  above  hardship  provisions  were  designed  to  permit  consideration  of  leasing 
in  those  cases  which  could  not  qualify  under  by-pass  or  employment  leases  but 
which  appeared  to  be  in  the  public  interest.  This  process  equates  to  that 
negotiated  in  the  NRDC  v.  Hughes  amended  court  order  for  identifying  designated 
hardship  cases. 

The  proposed  regulations  do,  in  fact,  allow  consideration  of  any  application 
listed  in  the  modified  court  order  in  NRDC  v.  Hughes. 

Goals 

-  Serve  as  the  leasing  process  in  areas  outside  of  the  Federal  coal  production 
regions  where  the  normal  activity  planning  procedures  will  not  occur. 

-  Prevent  the  by-pass  of  Federal  coal,  unemployment  due  to  mine 
disruption,  or  coal  contract  failures  in  those  cases  where  the  activity  planning 
procedures  of  the  preferred  alternative  cannot  be  applied  in  a  timely  fashion  or 
are  not  applicable  due  to  geographic  and  mineral  ownership  considerations. 
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-  Prevent  operators  from  progressively  gerrymandering  Federal  reserves 
through  emergency  applications. 

-  Prevent  prospective  operators  from  opening  mines  on  insufficient 
private  holdings  and  then  forcing  the  Federal  government  into  granting  emer- 
gency leases  because  of  resulting  by-pass  or  unemployment  possibilities. 

-  Avoid  issuing  multiple  emergency  leases  for  the  same  operation  prior 
to  consideration  under  the  activity  planning  procedures  of  the  preferred 
alternative. 

Issue  Analysis 

Under  the  preferred  alternative,  the  activity  planning  procedures  encompassing 
regional  tract  delineation,  ranking,  selection,  and  impact  analysis  would  be 
used  to  determine  the  number  and  timing  of  Federal  lease  sales.  Unfortunately, 
two  general  problem  situations  exist  which  cannot  be  handled  through  the 
activity  planning  procedures.  One  situation  is  where  a  decision  to  lease 
Federal  coal  is  needed  more  quickly  than  the  activity  planning  process  res- 
pond. The  other  situation  is  where  Federal  coal  ownership  is  so  limited  that 
no  regionwide  Federal  initiative  for  leasing  is  administratively  justifiable. 

Over  the  past  eight  years  of  the  leasing  program  moratorium,  the  Department 
has  faced  situations  requiring  near-term  leasing  actions.  These  situations 
have  included  problems  where  an  operating  mining  company  would  soon  by-pass 
Federal  coal,  leaving  it  uneconomical  to  recover  later;  would  soon  default 
on  a  contract  in  whole  or  part;  or  would  be  forced  to  layoff  employees  un- 
less unleased  Federal  coal  adjoining  the  operation  were  made  available. 
These  are  the  standard  emergency  leasing  criteria  to  which  both  the  amended 
court  order  and  the  proposed  regulations  are  meant  to  respond  through  by- 
pass and  employment  or  production  maintenance  leases.  The  type  of  regional 
impact  analysis  and  planning  contemplated  under  the  activity  planning 
provisions  of  the  preferred  alternative  will  require  1  1/3  to  2  years  to 
complete.  The  greater  the  scope  of  the  leasing  action  contemplated  and 
the  more  complex  the  issues,  the  longer  the  time  required  to  complete  the 
process.  This  means  some  form  of  emergency  program  will  continue  to  be 
needed  within  the  designated  Federal  coal  regions  where  the  activity  plan- 
ning procedures  of  the  preferred  alternative  would  be  the  main  leasing 
decision  process. 
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Under  the  preferred  alternative  any  large  geographic  areas  containing 
significant  proportions  of  Federal  coal  would  be  included  in  a  designated 
Federal  coal  region.  Within  these  regions,  the  various  potential  coal 
development  patterns  which  might  occur  in  response  to  alternative  Federal 
regional  coal  leasing  decisions  would  be  analyzed  in  the  regional  lease  sales 
EISs.  Any  subsequent  Federal  leasing  actions  would  be  designed  to  encourage 
the  development  pattern  deemed  best  in  respect  to  balancing  development  goals 
with  environmental  impact  considerations. 

In  some  parts  of  the  West  and  most  of  the  East,  Federal  coal  holdings  are 
very  limited.  Any  attempt  to  correlate  scattered,  limited  Federal  coal 
leasing  decisions  with  regional  coal  development  patterns  would  be  meaning- 
less. In  these  cases  no  regional  actions  like  those  contemplated  in  the  activity 
planning  section  of  the  preferred  alternative  will  be  proposed.  Some  form  of 
emergency  or  non-regional  leasing  system  will  be  required. 

In  those  areas  where  the  Bureau  of  Land  Management  or  other  Federal  land  manage- 
ment agencies  are  involved  in  land  use  planning,  areas  acceptable  for  consideration 
for  coal  leasing  would  be  identified  by  the  planning. 

The  Department  could  either  initiate  site-specific  lease  actions  through  a  call 
for  expressions  of  industry  interest  or  take  a  passive  role  and  react  to  applications. 
Since  leasing  interest  would  most  likely  be  limited  to  one  or  two  parties  owning 
adjoining  non-Federal  minerals,  any  expression  of  interest  would  essentially  be 
the  same  as  an  application. 

In  areas  where  Federal  surface  as  well  as  mineral  holdings  are  very  limited, 

it  is  doubtful  that  any  land  use  planning  or  land  use  analyses  would  be  scheduled, 

unless  in  direct  response  to  an  application. 

Under  these  conditions  it  appears  the  most  feasible  method  of  leasing  is  through 
a  lease  application  system.  The  priority  of  processing  would  be  dependent  on 
the  urgency  of  need,  but  no  set  hardship  criteria  would  have  to  be  met  to  make 
the  application  valid.  The  decisions  would  hopefully  be  made  before 
any  hardship  exists.  The  application  would  be  considered  in  light  of 
land  use  plans  and  analyses  and  environmental  analyses,  and  then  a  lease 
/no  lease  decision  would  made. 
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The  land  use  plan  analysis  and  its  environmental  impact  analysis  would 
trace  environmental  and  socioeconomic  impacts  outward  from  the  site- 
specific  study  to  the  extent  of  their  significance.  This  would  ensure 
that  the  quality  of  the  analysis  of  proposed  actions  outside  of  Federal 
coal  regions  would  be  equal  to  those  within  the  Federal  coal  regions. 

The  two-part  emergency  system  set  out  above  varies  from  the  proposed 
coal  management  regulations  in  that  it  would  not  allow  for  new  hardship 
leases  within  the  designated  Federal  coal  regions  and  would  no  longer 
require  the  applicant  to  show  a  hardship  to  qualify  outside  the  regions. 

A.   Leasing  inside  major  Federal  coal  regions 

The  need  for  an  emergency  program  in  major  production  regions  is  not  an 
issue;  however,  there  are  several  issues  relating  to  its  form.  Basically 
these  issues  revolve  about  the  degree  of  flexibility  that  the  emergency 
program  should  have.  Controlled  too  tightly,  emergency  leasing  will  not 
accomplish  its  purposes;  but  controlled  too  loosely,  it  will  sap  the  normal 
leasing  process.  These  issues  are:  (1)  How  many  years  of  reserves  should 
be  issued?  (2)  What  level  of  production  is  to  be  maintained?;  (3)  Should 
lease  stipulations  control  production  rates  from  the  lease?;  and  (4)  How 
should  we  handle  emergency  applications  covering  new  mines? 

1.'  How  many  years  of  reserves  to  be  leased? 

Over  the  life  of  the  leasing  moratorium,  the  maximum  number  of  years 
of  reserves  that  could  be  leased  as  part  of  one  emergency  lease  has 
fluctuated  from  no  limit  to  as  low  as  three  years.  The  three-year 
figure  was  part  of  the  original  court  order  in  NRDC  v.  Hughes  and 
was  deemed  unworkable  by  the  Department  at  the  time.  The  amended  court 
order  allows  five  years  Qf  reserves  for  by-pass  and  eight  years  for 
employment  or  production  maintenance  leases.  The  proposed  regulations 
allow  eight  years  of  reserves  for  both  of  these  types  of  leases. 

The  maximum  number  of  years  of  reserves  that  can  be  issued  must  be  at 
least  equal  to  the  time  required  for  subsequent  final  consideration 
under  the  activity  planning  system.  Given  a  four-year  planning  schedule 
and  a  possible  two-year  preparation  period  for  delineation,  ranking, 
and  scheduling,  six  years  would  appear  to  be  a  minimum.  If  you  add 
an  allowance  for  error  and  for  possible  planning  updates,  or  additional 
resource  data  inventories,  the  eight-year  figure  contained  in  the  proposed 
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regulations  would  appear  acceptable  and  will  be  the  minimum  reserve  life 
limit  considered  herein.  Ihe  actual  figure  desired  by  an  applicant 
may  be  less  if  only  a  limited  amount  of  unleased  Federal  coal  lies 
within  the  applicant's  projected  mining  unit. 


The  maximum  number  of  reserves  leased  could  be  set  higher  than  the  minimum 
acceptable  eight  years  or  could  simply  be  tied  to  the  activity  planning 
schedules  encompassing  the  application.  If  the  maximum  number  of  years 
of  reserves  is  increased,  the  following  factors  must  be  considered: 

-  Potential  abuses 

-  may  limit  future  competition  for  the  deposit 

-  may  increase  opportunity  to  avoid  activity  planning  process 

-  Potential  benefits 

-  may  eliminate  risk  of  "emergency"  recurring  before  area  can  be  con- 
sidered under  activity  planning  process; 

-  may  faciltate  mine  plan  design  by  operator  and  reduce  uncertainty  as 
to  supply  for  the  purchaser 

Again,  it  must  be  remembered  that  the  real  aim  of  emergency  leasing  is 
to  tide  the  operator  over  until  such  time  as  a  long-term  decision  can 
be  reached  through  the  activity  planning  process. 

The  options  are: 

Alternative  1 

Set  reserve  limit  on  a  case  by  case  basis  relating  to  amount  of  reserves 
issued  to  the  expected  date  of  the  activity  planning  decision  on  additional 
leasing  for  the  area. 

Advantages 

1.  Offers  closest  tie  with  the  activity  planning  system  therefore  mini- 
mizing the  likelihood  of  compromising  potential  activity  planning 
decisions. 
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2.  Avoids  problem  of  having  to  choose  a  preset  maximum  figure. 
Disadvantages 

1.  Potential  delays  in  activity  planning,  such  as  court  actions,  would 
make  the  job  of  estimating  the  correct  numbers  difficult.  If  errors 
were  made  in  estimating  the  activity  planning  schedule,  the  resulting 
short  fall  in  reserves  could  lead  to  the  by-pass  of  Federal  coal 

or  the  disruption  of  subject  mine's  production. 

2.  Could  lead  to  charges  of  bias  in  setting  reserve  limits  as  the  number 
would  vary  by  region  and  be  reduced  as  the  lease  schedule  date  draws 
nearer . 

Alternative  2 


Set  a  maximum  of  8  years  of  reserves  to  be  leased,  but  offer  less  reserves 
in  response  to  any  given  application  if  the  activity  planning  schedule  appears 
firm  and  would  lead  to  a  final  decision  on  the  subject  area  significantly 
before  the  maximum  number  of  years  of  reserves  could  be  mined  out. 

Advantages 

1.  This  offers  a  close  tie  with  the  activity  planning  system. 

2.  The  maximum  could  still  be  used  if  substantial  uncertainty  existed  in 
predicting  the  proper  activity  planning  decision  date. 

Disadvantages 

1.  This  could  lead  to  charges  of  unequal  treatment  between  those  applica- 
tions tied  to  the  activity  planning  decision  and  those  set  at  the 
maximum. 

2.  Possible  court  actions  may  disrupt  the  firmest  schedule. 
Alternative  3 

Set  eight  years  of  reserves  as  the  maximum  to  be  leased  in  all  cases  and 
lease  that  amount,  if  applied  for,  regardless  of  activity  planning  decision 
schedules. 
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Advantages 

1.  The  decision  would  be  less  open  to  charges  of  capriciousness  or 
favoritism. 

2.  This  would  make  planning  easier  for  applicant. 

3.  Simple  and  straightforward  compared  to  Alternatives  1  and  2. 
Disadvantages 

1.  This  may  compromise  a  pending  activity  planning  decision. 
Alternative  4 

Set  no  limit  on  the  number  of  years  of  reserves  to  be  leased.  Lease  all 
reserves  necessary  to  complete  the  mining  unit. 

Advantages 

1.  Reduces  or  eliminates  need  to  consider  the  tract,  encompassing  the 
mining  unit,  under  the  activity  planning  system. 

2.  Would  simplify  mine  planning  for  the  applicant. 
Disadvantages 

1.  Could  seriously  compromise  the  regional  tract  selection  process 
of  activity  planning  because  operators  would  be  motivated  to  use 
emergency  leasing  instead. 

2.  Would  require  greater  site  specific  study  and  analysis,  possibly 
diverting  funds  from  activity  planning  efforts. 
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2.  What  level  of  production  should  be  allowed? 

The  production  maintenance  issue  is  closely  related  to  the  issue  on 
number  of  years  of  reserves.  The  production  level  to  be  maintained 
for  any  one  year  must  be  multiplied  by  the  number  of  years  to  get  the 
total  reserves  to  be  leased.  In  setting  the  yearly  production  base  a 
decision  must  be  made  on  whether  the  operation  will  be  allowed  to 
expand  during  the  period  of  the  emergency  lease.  The  first  method  of 
control  available  is  through  the  determination  of  yearly  production 
levels  for  the  calculation  of  the  total  reserves  to  be  leased.  The 
second  is  to  stipulate  in  the  lease  that  production  levels  specified 
cannot  be  increased  above  that  shown  in  the  mining  plan  submitted  with 
the  application.  Each  of  these  issues  will  be  covered  separately  below. 

It  must  be  kept  in  mind  that,  in  general,  any  attempt  to  control  the 
ability  of  a  mine  to  respond  to  a  new  contract  could  result  in  short- fall 
of  coal  deliveries  to  a  particular  customer  forcing  the  customer  to  attempt 
to  obtain  coal  elsewhere  either  from  the  same  company  or  from  another  company. 

What  level  of  production  is  to  be  maintained? 

Alternative  1 

Only  accept  applications  seeking  to  maintain  the  existing  level  of  pro- 
duction shown  in  their  mine  plans. 

Advantages 

1.  This  approach  is  straightforward  and  subject  to  little  manipulation 
by  the  applicant. 

2.  Allows  all  mine  expansion  to  be  considered  through  the  activity 
planning  process. 

Disadvantages 

1.  Operator  may  not  be  able  to  fulfill  existing  contracts  calling 
for  increased  levels  of  production,  thereby  causing  substantial 
problems  for  the  consumer. 

2.  If  contracts  have  been  signed,  there  has  been  an  indication  of  need. 
Prohibiting  the  satisfying  of  this  need  may  run  counter  to  national 
energy  goals. 
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In  the  case  of  underground  mining,  the  operator  may  be  forced  to  use 
a  less  efficient  mining  sequence  in  order  to  meet  actual  production 
commitments  from  insufficient  reserves. 


Alternative  2 

Accept  applications  which  call  for  increasing  production  if  substantiated 
by  contracts  existing  at  the  time  of  the  application. 

Advantage 

1.  Positive  response  to  a  firm  indication  of  need. 

2.  Allows  for  correlation  of  amount  of  reserves  to  be  leased  and  the 
mine  plan  design  to  the  actual  expected  production  rates. 

Disadvantage 

1.  Existing  operators  may  be  able  to  obtain  long-term  contracts  based 
on  anticipated  emergency  leasing.  To  the  extent  that  this  diverts 
contracts  away  from  potential  lease  tracts  being  considered  under  the 
activity  planning  process  (1)  it  will  lessen  the  ability  of  the  State 
and  Federal  governments  to  influence  coal-related  regional  growth 
patterns  and  thus  mitigate  environmental  impacts,  and  (2)  it  could 
reduce  competition  within  the  industry  by  favoring  existing  operations. 

3.  Should  lease  stipulations  be  used  to  control  production  rates  from  the 
lease? 

Alternative  1 

Do  not  attempt  to  control  the  maximum  rate  of  production  through  lease 
stipulations. 

Advantages 

1.  Allows  operator  to  respond  to  changing  market  conditions. 

2.  Lessens  government  intervention  in  private  operation. 

Disadvantage 

1.  Operator  can  obtain  lease  under  one  set  of  assumptions,  mine  out  the 
reserves  faster,  then  attempt  to  force  the  Department  into  a  second,  larger 
emergency  lease. 
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Alternative  2 

Stipulate  in  the  emergency  lease  the  maximum  yearly  production  to  be 
allowed  from  the  lease. 


Advantage 

1.     Minimizes  the  coal  mine  operator's  opportunity  to  manipulate 

the  Department  through  exploiting  the  emergency  leasing  program. 


Disadvantages 

1.  May  result  in  the  operator  not  being  able  to  respond  to  a  new 
consumer  need  not  considered   in  the  emergency  lease  application 
in  a  timely  fashion. 

2.  May  be  attacked  as  over- regulation. 

4 •     How  should  applications  for  emergency  leases  from  new  mines  be 
treated? 

It  is  clearly  envisioned  within  the  preferred  alternative  that  most 
leasing  decisions  within  the  designated  coal  production  regions  would 
be  made  through  the  activity  planning  process.   In  order  to  avoid  waiting 
for  consideration  under  this  process,   an  operator  might  try  to  open 
a  mine  on  non-Federal  coal,  then  attempt  to  qualify  for  the  Federal 
coal  needed  under  the  emergency  leasing  system.   If  the  operation  cannot 
continue  without  Federal  coal ,  then   it  is  doubtful  financing  for  such 
an  effort  could  be  found.     If,   however,   the  operation  could  be  run, 
although  less  efficiently,  without  the  adjoining  Federal  coal  then  an 
artificial  by-pass  problem  is  possible.     Although  the  Department  may 
prefer  to  make  decisions   involving  proposed  new  mines  through  the  full 
activity  planning  system,   the  start-up  of  a  mine  on  adjoining  private 
coal  could  lead  to  a  by-pass  of  Federal  coal  before  any  activity 
planning   is  possible.   In  this  situation  it  may  be   in  the  public   interest 
to  consider  an  emergency  by-pass  lease.  The  amended  court  order  requires 
that  to  qualify  for  a  by-pass  or  production  maintenance  lease,   the 
mine  must  have  been  in  production  on  September  27 ,   1977 .     The  proposed 
regulations  require  there  to  have  been  production  for  2  years  prior 
to  the  date  of  the  application.     The  issue  then  becomes  that  of  whether 
to  continue  this  2-year  policy  or  consider  new  mine  applications  under 
the  by-pass  criteria  where  the  coal  would  be  mined  within  3  years. 
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Alternative     1 

Eliminate  the  requirement  for  the  applicant's  mine  to  have  been  in 
production  for  2  years  and  simply  require  the  coal  to  be  needed  within 
3  years  in  by-pass  situations. 


Advantage 

1.  Three  years  is  less  than  the  lead  time  required  to  open  a  new  mine. 
If  an  operator  is  that  close  to  opening,  it  can  be  assumed  that  the 
decision  to  open  the  mine  has  been  already  made,  independent  of  any 
future  Federal  leasing.  Since  the  design  of  the  operation  would  be 
more  efficient  if  the  Federal  coal  were  available,  it  might  be 
advantageous  to  process  the  application  during  the  mining  plan 
approval  stage  rather  than  waiting  until  the  mine  has  already  been 
in  production  for  2  years. 

Disadvantage 

1.  Such  a  policy  might  encourage  potential  operators  who  can  get 

financing  to  force  the  leasing  of  the  intermingled  Federal  sections. 
This  could  distort  the  situation  being  dealt  with  under  the 
activity  planning  process  and  thereby  weaken  the  process  of  activity 
planning . 


Alternative  2 

Maintain  the  requirement  for  production  2  years  prior  to  the  application 
for  by-pass  leases. 


Advantage 

1.     This  would  discourage  operators  beginning  new  mines  from  gambling  on 
future  Federal  relief. 

Disadvantage 

1.     Some  Federal  coal  might  be  by-passed  in  the  first  two  years  of 
operation  and  the  overall  mine  plan  might  be  less  efficient. 
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B.  Leasing  outside  of  designated  Federal  coal  regions. 

For  coal  outside  of  major  Federal  production  regions,  one  issue  is 
relevant.  Would  we  issue  an  emergency  lease  designed  to  cover  all 
the  environmentally  acceptable  Federal  reserves  within  the  planning 
unit  or  would  we  restrict  the  number  of  years  of  reserves? 


Alternative  1 

Restrict  the  number  of  years  of  reserves  issued  in  response  to  applica- 
tions outside  of  designated  Federal  coal  production  regions  to  the  same 
number  used  within  the  designated  coal  production  regions  for  by-pass 
and  employment  leases. 

Advantages 

1.  All  emergency  leasing  procedures  would  be  consistent. 


For  operations  requiring  more  than  one  lease,  this  option  would  allow 
for  a  review  of  the  site-specific  situation  after  the  reserves  in 
the  first  leases  were  exhausted,  before  approving  a  second  lease. 


Disadvantages 

1.  The  decision  to  lease  will  be  made  on  a  site  specific  basis 
in  conjunction  with  Federal  land  use  plans,  land  use  analyses, 
or  State  land  use  plans.  These  plans  would  most  likely  consider 
the  probable  impacts  of  a  whole  mining  unit  or  at  least  all  the 
Federal  reserves  within  the  unit. 


There  would  be  no  long-term  future  planning  decisions  pending, 
therefore  there  is  little  reason  for  not  leasing  all  the  coal  within 
the  mining  unit,  consistent  with  the  land  use  plan  or  analysis 
and  the  environmental  analysis. 

2.  The  overhead  cost  to  both  the  Federal  Government  and  the  operator 
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would  be  increased  if  more  than  one  lease  and  environmental  impact 
analysis  were  required. 

3.  If  the  Federal  coal  is  essential  to  the  development  of  an  economic 

mining  unit,  the  applicant  may  not  be  able  to  obtain  financing  without 
control  of  all  the  necessary  reserves. 


Alternative  2 


Lease  all  reserves  within  the  projected  mining  unit  consistent  with  land 
use  planning,  environmental  analysis,  coal  resource  conservation,  and 
maximization  of  competition.  Retain  discretion  to  issue  less  than  full 
mining  unit  reserves  if  any  of  the  above  considerations  warrant  it. 


Advantages 

1.  Facilitates  development  of  mine  plan  and  arrangement  of  financing. 

2.  Less  costly  to  process  one  application  for  the  entire  mining 
unit  than  several  sequential  applications. 

Disadvantage 


1.  Differs  from  emergency  provisions  within  designated  Federal  coal 
production  regions. 
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Issue  Paper  11 

PROCESSING  OF  PREFERENCE  RIGHT  LEASE  APPLICATIONS 
A.  Background 

Production  from  preference  right  lease  applications  (PRLAs)  is 
potentially  one  important  component  of  the  expected  regional  production 
predictions  from  which  leasing  targets  will  be  derived.  There  are  172 
PRLAs  in  the  coterminous  States.  They  embrace  lands  which  are  estimated  to 
contain  9.9  billion  tons  of  recoverable  reserves,  of  which  3.5  billion 
are  recoverable  by  surface  mining  methods  and  6.4  are  recoverable 
by  underground  techniques. 

The  majority  of  the  production  potential  from  PRLAs  appears  to  be 
concentrated  in  the  Powder  River  Coal  Region.  Assuming  that  the  Powder 
River  PRLAs  would  proceed  to  lease  award,  it  is  estimated  that  by  1990  they 
would  produce  about  49  million  tons  per  year  by  surface  mining  methods. 
While  there  may  be  an  additional  144  million  tons /year  of  underground 
production  potential  in  the  Powder  River  Coal  Region,  underground  production 
in  any  significant  amounts  is  unlikely  in  the  foreseeable  future  because 
of  the  vast  amount  of  competing  and  lower  cost  strippable  reserves. 

The  question  of  likelihood  and  timing  of  production  from  the 
PRLAs  is  a  function  of  whether  applicants  can  prove  discovery  of 
commercial  quantities  of  coal  within  the  effective  period  of  prospecting 
permits  frcm  which  the  applications  originate.  To  answer  this  question, 
adjudication  procedures  in  the  proposed  Federal  coal  management 
regulations  require  that  applicants  make  an  initial  showing  to 
the  government  of  geologic,  geophysical,  and  mining  data  discovered  during 
the  term  of  the  permit.  Additionally,  applicants  are  required  to  submit 
certified  abstracts  indicating  the  presence  of  any  mining  claims  wholely  or 
partially  within  the  boundaries  of  the  application  that  were  located  prior 
to  the  issuance  of  the  prospecting  permit.  Presence  any  valid  claim  so  located 
would  invalidate  that  area  of  the  application. 

Based  on  this  information,  the  government  would  formulate  stipulations 
for  protection  of  environmental  factors  through  application  of  the  lands 
unsuitability  criteria  and  the  completion  of  environmental  assessment  processes, 
The  applicant  would  then  be  required  to  make  a  final  showing  of  anticipated 
economic  worthiness  of  development  of  and  production  from  the  mining  unit  of 
which  the  application  is  a  part.  Commercial  quantities  have  been  discovered 
when  the  government  is  satisfied  that  anticipated  revenues  exceed  anticipated 
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All  applicants  are  expected  at  this  date  to  have  complied  with'  the 
initial  showing  requirements  established  under  previous  rulemaking.  While 
all  applicants  have  been  asked  to  submit  certified  abstracts  of  the  presence 
of  mining  claims,  an  additional  solicitation  of  some  applicants  is  required. 

Therefore  the  next  required  steps  are  to  adjudicate  the  validity  of 
original  applications  and  initial  showings,  to  complete  solicitations  for 
abstracts,  and  to  conduct  environmental  assessments.  A  Departmental  task 
force  reported  in  May  1978 ,  that  33  PRIAs  appear  not  to  have  properly 
satisfied  certain  application  or  initial  showing  requirements;  however, 
these  questionable  PRIAs  remain  to  be  formally  adjudicated. 


In  the  amended  order  under  the  NRDC  v.  Hughes  case,  the  Department 
was  authorized  to  process  up  to  the  point  of  lease  issuance  the  20  PRIAs 
having  the  least  environmental  impact.  Preference  is  to  be  given  to 
PRIAs  which  (1)  embrace  at  least  90  percent  of  reserves  which  can  be  mined 
by  underground  methods;  (2)  would  not  require  substantial  additional 
transportation  facilities  or  water  storage  or  supply  facilities;  and 
(3)  would  not  involve  substantial  new  regional  industrial  development. 
The  Department  has  selected  the  20  PRIAs  which  meet  the  three  criteria, 
and  has  published  a  notice  in  the  Federal  Register  indicating  those 
selected  and  the  rationale  for  selection  in  light  of  the  criteria. 
Unless  the  Secretary  chooses  the  no  new  Federal  leasing  or  emergency 
leasing  alternatives  discussed  in  section  3  of  this  Secretarial  Issue 
Document,  the  Department  would  proceed  with  processing  the  20  PRIAs 
selected  under  the  Hughes  order.  Ten  of  these  PRIA  fall  within  the 
three  western  coal  supply  regions  appearing  to  have  the  greatest 
need  for  new  leasing .  These  10  might  be  folded  into  the  land  use  and 
activity  planning  activities  of  the  first  competitive  lease  sales  if  the 
Secretary  decides  in  Volume  II  of  this  Document  to  initiate  such  activities 
promptly.  Stipulations  for  use  in  determination  of  commercial  quantities 
would  then  be  developed  in  the  site  specific  and  regional  environmental 
assessments.  Actual  commercial  quantities  determinations  would  proceed 
as  under  the  proposed  rules  in  Part  3430 . 

The  requirement  that  applicants  submit  certified  abstracts  of  the 
presence  of  mining  claims  stems  from  the  provision  of  the  Mineral  Leasing 
Act  that  prospecting  permits  could  be  issued  on  "unclaimed  and  undeveloped" 
lands.  This  requirement  was  explained  in  Solicitor's  Opinion  M-36893 . 
The  Solicitors  Office  is  currently  preparing  a  supplement  to  the  original 
opinion  addressing  (1)  responsibilities  of  affected  parties  to  determine 
validity  of  mining  claims  discovered  in  the  abstracts,  and  (2)  the 
definition  of  the  term  "undeveloped." 
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B„  Issue  Presentation  and  Analysis 

Recognizing  that  many  PRLAs  have  been  outstanding  for  five  to  ten  years 
or  more,  the  Department  has  an  ethical  if  not  legal  responsibility  to  proceed 
with  processing  the  outstanding  PRLAs.  However,  because  the  geographic 
distribution  of  reserves  under  PRLAs  is  not  always  matched  to  current 
assessments  of  regional  needs  for  coal  production,  because  there  may  be 
needs  for  new  competitive  leasing,  because  the  Department  only  has  limited 
resources  to  deal  with  all  coal  leasing  matters,  and  because  the  Department 
wishes  to  avoid  time  consuming  litigation,  it  is  essential  that  a  balanced 
approach  be  taken  to  the  requirements  of  both  the  competitive  and  preference 
right  leasing  components  of  a  new  Federal  coal  management  program. 

It  is  presumed  in  the  following  issue  analysis  that  the  preferred  Federal 
coal  management  program  alternative  has  been  selected  by  the  Secretary.  Note 
that  the  following  issues  and  options  could  still  provide  policy  direction 
for  processing  PRLAs  for  all  other  alternatives  except  the  no  new  leasing 
and  emergency  leasing  alternatives. 

It  is  further  presumed  that,  under  any  of  the  options  presented  below 
for  ordering  PRIA  processing,  all  PRLAs  would  be  first  formally  screened 
to  eliminate  further  consideration  of  those  which  were  not  timely  filed  or 
have  other  legal  deficiencies. 

While  172  PRLAs  remain  outstanding,  under  any  of  the  options  presented 
below  there  are  substantial  opportunities  for  processing  these  applications 
in  groups  of  two  or  more.  This  grouping  would  most  logically  occur  when  two 
or  more  applications  are  contiguous  and  under  the  effective  control  of  one 
applicant.  This  group  treatment  could  be  expected  to  increase  efficiency  in 
processing,  compared  to  dealing  with  each  of  the  172  cases  individually. 

Any  of  the  options  below  involve  a  complex  adjudication  process.  The 
Department  has  studied  various  alternative  procedures  in  two  separate  task  force 
efforts.  As  a  result,  detailed  procedures  have  been  developed  which 
ensure  environmental  protection  and  fair  consideration  of  applicant  rights. 

Issue:  In  what  fashion  should  PRLA  processing  be  integrated  with 
the  preferred  coal  management  program? 
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Option  1:  PRLAs  would  be  processed  independently  of  land  use  planning  and 
activity  planning.  The  lands  unsuitability  criteria  would  be  applied  totally 
on  a  site-specific  basis.  Stipulations  to  be  attached  to  potential  leases 
arising  from  applications  would  also  be  developed  on  a  site-specific  basis 
through  the  normal  National  Environmental  Policy  Act  (NEPA)  procedures. 
Under  this  option,  several  sub-options  exist  for  ordering  adjudication, 
including  — 

processing  PRLAs  based  on  the  date  of  original  application 
with  the  oldest  applications  being  processed  first; 

processing  PRLAs  first  in  those  areas  where  coal  needs  appear  the 
greatest  in  light  of  existing  and  planned  production  capacity  and 
projected  coal  demand .  This  ordering  sub-option  is  similar  to  the 
process  under  the  preferred  program  for  selecting  competitive  lease 
tracts,  but  would  not  be  tied  to  any  periodic  cycling  of  land  use 
and  activity  planning; 

-   processing  PRLAs  first  in  those  areas  of  least  likely  environmental 
damage  and  then  in  those  more  environmentally-sensitive  areas;  and 

processing  PRLAs  based  on  the  applicants'  stated  need  or 
desire  for  speedy  consideration. 

Note  that  these  sub-options  are  not  mutually  exclusive  and  could  be 
combined  in  several  ways  to  allow,  for  instance,  processing  PRLAs  first 
in  those  areas  of  minimum  environmental  sensitivity  and  greatest  coal 
needs  and  then  in  the  order  of  date  of  original  application. 

Major  advantages  of  this  option  include : 

1.  Would  provide  for  the  speediest  disposition  of  outstanding  PRLAs. 

2.  Less  likelihood  of  legal  challenges  from  applicants  who  believe 
their  applications  are  not  being  given  fair  and  timely  consideration. 

3.  Removes  as  quickly  as  possible  a  source  of  uncertainty  in  planning 
for  the  nation's  coal  needs. 

4.  Environmental  analyses  could  be  contracted,  thus  freeing  manpower 
which  would  otherwise  be  committed. 

Major  disadvantages  of  this  option  are : 

1.  Would  likely  commit  substantial  manpower  and  financial  resources 
to  PRLA  processing  to  the  detriment  of  consideration  of  apparent 
competitive  coal  leasing  needs,  and  possibly  to  the  detriment 
of  non-coal  resource  management  programs. 
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2.  Would  require  substantial  new  efforts  for  site-specific  data- 
gathering  in  order  to  apply  lands  unsuitability  criteria. 

3.  Because  PRLA  reserves  are  not  geographically  distributed  on  the 
basis  of  coal  needs,  this  option  could  lead  to  a  surplus  in 
production  capacity  in  sane  regions,  and  production  shortfalls  in 
regions  where  competitive  leasing  is  otherwise  required. 

Option  2:   PRLAs  would  be  processed  in  the  cycle  of  on-going  land-use 
plans  and  plan  supplements  for  application  of  lands  unsuitability  criteria. 
Thereafter,  PRLAs  would  be  subject  to  individual  site-specific  NEPA 
analysis  for  development  of  stipulations  for  use  in  determining  discovery 
of  commercial  quantities.  PRLAs  that  would  not  be  reached  within 
years  would  be  treated  as  in  Option  One  of  this  issue  and  processed  within 
the  same  year  period . 

Priorities  for  development  of  subsequent  environmental  analysis  could 
be  based  on  any  combination  of  the  sub-options  presented  under  Option  One, 
but  the  most  logical  combination  is  to  proceed  first  in  those  coal  supply 
regions  which  show  the  greatest  need  for  additional  coal  production  capacity, 
including  considerations  of  the  applicant's  statement  of  his  need,  and 
within  them,  proceed  first  in  those  areas  of  least  environmental  sensitivity. 
Should  there  remain  any  questions  of  priority,  those  PRLAs  that  have  been 
on  file  the  longest  should  be  processed  first. 

Major  advantages  of  this  option  include: 

1.  Allows  a  more  systematic  and  manager ially  efficient  assessment 
of  PRLAs  in  light  of  the  lands'  unsuitability  criteria, 
compared  to  the  first  option. 

2.  Allows  additional  time  for  acquisition  of  site-specific 
data  needed  for  environmental  analysis  and  formulation  of 
stipulations. 

3.  Applying  the  lands  unsuitability  screen  in  a  timely  manner  for 
planning  areas  would  provide  a  better  basis  for  estimation  of 
competitive  leasing  needs,  to  the  extent  that  production  from 
PRLAs  is  uncertain  because  of  questions  of  unsuitability. 

4.  Generally  fosters  better  resource  management  plans  by  requiring 
consideration  of  PRLAs  in  context  with  other  resource  decisions. 
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Environmental  analyses  could  be  procured  through  contracting, 
thus  lessening  manpower  impacts  on  coal  activity  planning  and 
other  resource  management  programs. 


Major  disadvantages  of  this  option  include: 

1.  Increases  likelihood  of  litigation  on  the  part  of  applicants 
adversely  affected  by  scheduling  based  on  planning  priorities, 


2.  Could  divert  some  manpower  frcm  consideration  of  competitive 
leasina  needs. 


Option  Jk   Proceed  as  under  Option  2  for  application  of  lands  unsuitability 
criteria.  Thereafter,  carry  all  acceptable  PRLAs  forward  to  activity 
planning  where  they  would  be  subjected  to  environmental  analysis  and 
tract  ranking.  The  environmental  analysis  would  be  used  to  develop 

the  stipulations  for  the  final  showing  of  commercial  quantities.  PRLAs 
which  then  meet  the  commercial  quantities  test  and  are  ranked  high  enough 
to  fall  within  the  production  target  would  proceed  to  lease  award .  PRLAs 
which  meet  commercial  quantities  but  are  not  ranked  high  enough  to 
meet  the  target  could  be  deferred  until  the  next  two-year  cycle  of 
ranking  and  scheduling  or  could  be  exchanged  under  the  Department's 
limited  exchange  authorities. 


Advantages  of  this  option  are: 


1.  Of  the  three  options,  it  provides  the  best  managerially  efficient 
and  systematic  approach  to  ordered  processing  of  PRLAs. 


2.  Provides  the  greatest  assurance  that  competitive  leasing  needs 
will  be  satisfied. 


Detracting  aspects  of  this  option  are; 


1.  Would  take  the  longest  time  of  the  three  options  to  determine 
the  validity  of  all  PRLAs 
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2.  Would  have  the  highest  likelihood  of  litigation  by  applicants  who 

believe  that  their  claims  are  not  being  adjudicated  in  a  timely  fashion. 


134 


Issue  Paper  12 

LEASE  ASSIGNMENTS 


Background 


The  Mineral  Leasing  Act  authorizes  the  Secretary  of  the  Interior  to 
issue  coal  leases  to  qualified  persons.  These  leases,  once  issued,  may 
be  transferred  to  other  qualified  persons.  This  process  of  transfer  is 
called  an  "assignment"  and  may  be  done  at  any  time  after  lease  issuance. 
A  lessee  may  assign  his  entire  interest  in  a  lease,  a  portion  of  the 
lease,  an  undivided  interest  in  a  lease  or  a  royalty  share  of  the  lease. 
The  lessee  usually  receives  a  cash  payment  and  retains  a  royalty  interest 
in  exchange  for  making  an  assignment.  While  the  United  States,  the 
lessor,  must  approve  an  assignment,  it  does  not  receive  any  payment  for 
an  assignment. 

The  lease  assignment  market  is  an  active  one.  A  comparison  of  Appendix  A 
in  the  Analysis  of  Existing  Federal  Coal  Leases,  (BLM  1976)  with  current 
information  in  the  coal  data  system  on  lease  holdings  shows  that  there  has 
been  significant  changes  in  lease  holdings.  In  Wyoming,  for  example,  the 
top  10  leaseholders  in  the  state  have  changed  their  holdings  by  a  total 
of  50,000  acres,  over  one- fourth  of  all  acreage  under  lease  in  that 
state,  in  1976.  In  all,  over  100  federal  coal  leases  have  been  assigned 
since  1973. 

Many  federal  coal  leases  were  issued  at  very  little  cost  to  people  or 
companies  which  had  little  coal  production  capability  at  a  tiine  when 
demand  for  the  coal  was  extremely  low.  Other  leases  were  issued  to 
companies  which  had  coal  production  capabilities,  but  no  existing 
customers  for  the  coal.  Since  demand  for  western  coal  is  now  growing 
and  since  entry  into  the  western  coal  markets  through  new  federal  coal 
leasing  has  been  restricted,  the  current  assignment  market  appears  to_ 
involve  the  transfer  of  leases  to  concerns  that  are  in  a  better  position 
to  achieve  production  than  the  original  lessees.  Particularly  in  view 
of  the  diligent  development  requirements,  the  leases  which  are  now  being 
assigned  to  coal  companies  are  likely  to  become  producing  leases. 

There  are,  however,  a  variety  of  other  reasons  why  a  lease  might  be 
assigned. 

Leases  are  also  now  being  assigned  to  correct  lease  acquisition  problems 
—  a  company  which  lacks  a  small  tract  of  land  in  the  middle  of  otherwise 
contiguous  holdings  could  be  expected  to  seek  the  missing  parcel.  Companies 
which  are  at  or  near  the  acreage  limitations  may  be  assigning  leases  so 
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they  will  be  in  a  position  to  bid  on  more  attractive  competitive  leases. 
Finally,  some  of  the  less  desirable  lease  tracts—those  with  the  least 
chance  of  development  by  1986— are  being  assigned  from  coal  companies  to 
speculators. 

For  these  reasons,  the  assignment  market  is  likely  to  effect: 

(1)  Total  production 

(2)  Location  of  production 

(3)  Degree  of  competition  in  particular  regions 

While  it  is  impossible  to  predict  what  future  assignments  will  be  made, 
information  about  what  transactions  are  being  made  should  be  useful  in 
decisions  on  competitive  coal  lease  sales. 

Current  Regulations  and  Practice 

The  current  lease  assignment  regulations  have  not  been  changed  at  all 
since  1970  and  have  not  been  significantly  changed  since  1954.  The 
current  regulatory  requirements  are: 

(1)  No  special  form  is  required,  but  the  assignment  must  show  that: 

(a)  The  assignee  is  qualified  to  hold  the  lease;  and 

(b)  The  assignee  can  obtain  sufficient  bond. 

(2)  No  assignments  may  be  approved  if  the  assignor  owes  the 
government  money  for  rents  or  royalty;  and 

(3)  With  limited  exceptions,  no  assignment  may  be  approved  if 
the  overriding  royalty  exceeds  50  percent  of  the  royalty 
owed  to  the  United  States. 

Statutory  Authority 

The  Secretary  has  broad  but  not  unlimited  authority  to  regulate  lease 
assignments.  While  he  may  not  unreasonably  withhold  his  approval  of  an 
assignment  or  change  lease  terms  as  a  condition  of  approving  an  assignment, 
in  addition  to  the  areas  already  regulated  (lack  of  qualification,  failure 
to  obtain  a  bond  or  excessive  overriding  royalties) ,  the  Secretary  may 
provide  by  regulation  that  he  will  reject  an  assignment: 

(1)  that  has  monopolistic  effects; 

(2)  if  the  assignee  lacks  the  financial  capability  to  carry 
out  the  operations;  or 

(3)  if  the  assignee  will  not  comply  with  the  lease  terms  and 
regulations . 
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Proposals 

1.   Disclosure  of  Financial  information 

Until  1954,  the  Department  required  all  assignments  to  be  accompanied  by 
a  full  disclosure  to  the  Interior  Department  (but  not  to  the  public)  of 
all  consideration  paid  for  the  assignment.  This  is  not  presently  required, 
This  information  on  assignments  would  be  helpful  in  evaluating  the  fair- 
market  value  of  competitive  leases.  It  would  also  help  the  Department 
carry  out  its  duty  to  monitor  leases  to  ensure  that  coal  is  sold  at 
reasonable  prices  as  required  by  Section  30  of  the  Mineral  Leasing  Act 
and  that  overriding  royalties  are  not  created  in  excess  of  50  percent 
of  those  imposed  by  the  United  States. 

Steps  to  be  taken 

1.  Require,  by  notice,  all  lessees  who  received  their  lease 
through  an  assignment  in  the  last  5  years  to  disclose  the 
terms  of  the  assignment  within  90  days  after  being  notified. 

2.  Propose  and  issue  a  regulation  which  bars  approval  of  new 
assignments  unless  the  financial  terms  of  assignments  are 
disclosed. 

In  both  1  and  2,  the  Department  would  maintain  the  confidentiality  of 
the  information  submitted  consistent  with  the  Freedom  of  Information 
Act. 

2.   Evaluate  whether  prohibition  of  overrriding  royalties  should  be 
revised. 

The  50  percent  limitation  on  overriding  royalties  was  adopted  in  1954. 
The  basis  for  the  figure  has  not  been  examined  since  then.  If  the  Depart- 
ment decides  to  require  the  submission  of  assignment  information,  it 
will  have  a  good  data  base  to  evaluate  whether  this  limitation  should  be 
changed . 

The  need  for  this  evaluation  is  triggered  by  the  drastic  change  in  the 
royalty  rate  structure  for  federal  coal  leases  that  has  taken  place 
since  1976.  Prior  to  1976,  royalties  were  paid  on  a  flat  rate  per  ton 
(usually  between  5  and  20  cents).  Since  1976,  all  leases  for  surface 
coal  mining  have  had  percentage  royalties  of  at  least  12  1/2  percent  of 
the  gross  value  of  the  coal  and  leases  for  underground  coal  mining  have 
had  8  percent  royalties.  Under  the  pre-1976  leases,  the  assignor's  share 
could  not  exceed  5  or  10  cents  a  ton;  on  new  or  newly  readjusted  leases 
it  could  easily  exceed  60  cents  (assuming  a  coal  price  of  $10  a  ton,  and 
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a  royalty  of  12  1/2  percent).  This  higher  overriding  royalty  can  affect 
total  resource  recovery,  can  raise  the  market  price  of  the  coal,  and  can 
give  the  assignor  an  unexpected  windfall. 

Step  to  be  taken: 

Convene  a  group  to  analyze  the  information  received  on  the  financial 
terms  of  assignments  to  determine  whether  the  current  requirement  of  a 
50  percent  limitation  on  overrriding  royalties  should  be  changed. 

3.  Assure  that  assignments  do  not  have  anticompetitive  effects. 

A  very  specific  requirement  of  section  30  of  the  Mineral  Leasing  Act,  and 
a  clear  motivation  of  Congress  in  enacting  both  the  original  Mineral 
Leasing  Act  and  the  1976  amendments,  was  to  encourage  competition  in  the 
production  of  energy  resources  from  public  lands.  At  the  present  time, 
the  Department  of  Justice  reviews  all  lease  issuance  proposals  and  all 
lease  readjustments  in  order  to  advise  the  Secretary  of  the  Interior 
whether  the  issuance  or  readjustment  of  the  lease  would  create  or  maintain 
a  situation  inconsistent  with  the  antitrust  laws.  Once  the  Secretary 
is  advised  of  an  antitrust  situation,  he  can  issue  or  readjust  the  lease 
only  if  he  finds  there  are  no  reasonable  alternatives  consistent  with 
the  public  interest,  the  antitrust  laws  and  the  Mineral  Leasing  Act. 
The  failure  to  subject  assignments  to  Justice  Department  review  is  a 
significant  gap  in  the  regulatory  program. 

Step  to  be  taken: 

Propose  and  issue  a  regulation  that  (1)  requires  all  assignments  be  sent 
to  the  Department  of  Justice  for  review  and  (2)  prohibits  approval  of  an 
assignment  except  when  it  meets  the  same  standards  for  lack'  of  anti-com- 
petitive effect  as  the  Department  has  for  competitive  leases.  Such  a 
provision  was  proposed  on  April  19,  1979,  as  a  revision  of  the  general 
coal  management  rulemaking  proposal. 

4-  Assure  compliance  with  diligence  regulations. 

To  date  the  requirement  that  assignees  show  how  they  can  or  intend  to 
comply  with  various  lease  terms  has  not  been  applied  to  the  lease  for 
diligence  terms,  although  it  has  been  done  for  bonding.  Prior  to  approving 
an  assignment,  the  Department  could  take  steps  to  make  sure  that  all 
assignees  clearly  understand  their  development  obligations. 
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Steps  to  be  taken: 

1.  Give  nonproducing  leases  on  which  assignments  have  been 
filed  for  approval  the  highest  priority  for  implementation 
of  the  selected  diligence  administration  and  enforcement 
option. 

2.  Request  the  Department  of  Energy  to  propose  to  adopt  a  regu- 
lation that  requires  all  assignees  to  submit  a  definite  plan 
for  diligent  development  as  a  condition  of  approval  of  an 
assignment. 

Sources 

Mineral  Leasing  Act  of  1920,  as  amended  (including  legislative  history); 
Title  43  Code  of  Federal  Regulation  (1940,  1949,  1954,  1966,  1969,  1978); 
An  Analysis  of  Existing  Federal  Coal  Leases,  (BLM  March  1976);  Automated 
Coal  Data  System;  Department  of  Justice,  Annual  Report  on  Competition 
(1977). 

Decisions: 

1.  (a)  Require,  by  notice,  all  lessees  who  received  their  leases 
through  assignments  in  the  last  five  years  to  disclose 
the  financial  terms  of  the  assignment  within  90  days  after 
notification. 

Approve  


Approve  with  modification 

Disapprove  

Other  Action 


(b)  Propose  to  adopt  a  regulation  which  bars  approval  of  new 

assignments  unless  the  terms  of  the  assignment  are  disclosed. 

Approve  with  modification  

Disapprove  


Other  Action 


;  In  both  (a)  and  (b),  the  Department  would  maintain  the  confidentiality 

;  of  the  information  submitted  consistent  with  the  Freedom  of  Information 

!  Act. 
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Convene  a  group  to  analyze  the  information  received  on 
assignments  to  determine  whether  the  current  requirement 
of  a  50  percent  limitation  on  overriding  royalties  should 
be  changed. 


Approve  

Approve  with  modification 

Disapprove  

Other  Action 


Issue  a  regulation  that  (1)  requires  all  assignments  be  sent 
to  the  Department  of  Justice  for  review  and  (2)  prohibits 
approval  of  an  assignment  except  when  it  meets  the  same 
standards  for  lack  of  anti-competitive  effect  as  the  Department 
has  for  competitive  leases. 

Approve  


Approve  with  modification 

Disapprove  

Other  Action 


4.  (a)  Give  nonproducing  leases  on  which  assignments  have  been  filed 
for  approval  the  highest  priority  for  implementation  of  the 
selected  diligence  and  enforcement  option. 

Approve 

Approve  with  modification  _  m^~~~ 

Disapprove  ~~ 

Other  Action- 


(b)  Request  the  Department  of  Energy  to  propose  to  adopt  a 

regulation  that  requires  all  assignees  to  submit  a  definite 
plan  for  meeting  diligence  as  a  condition  for  approval  of 
the  assignment. 

Approve  


Approve  with  modification 

Disapprove  

Other  Action 
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Issue  Paper  13 


READJUSTMENT  OF  COAL  LEASE 
TERMS  AND  CONDITIONS 

On  March  16  the  Under  Secretary  concurred  in  the 
recommendation  of  the  Assistant  Secretary,  Land  and  Water 
Resources,  that  in  the  interim  until  the  Secretary's 
coal  management  program  decisions  are  made,  existing  coal 
leases  subject  to  readjustment  of  their  terms  and 
conditions  be  readjusted  to  contain  royalty  provisions 
equal  to  the  statutory  and  regulatory  minimum  royalty 
rates.   These  minimum  rates  are  12-1/2%  of  the  gross 
value  of  surface  mined  coal  and  8%  for  underground  mined 
coal.   It  is  assumed  that  readjustment  of  the  other 
financial  terms  of  the  lease,  e.g.,  rental,  would  not  be 
an  issue.   This  issue  paper,  much  of  which  is  derived 
from  the  March  1  policy  recommendation  memorandum 
prepared  by  the  Office  of  Coal  Leasing,  Planning  and 
Coordination,  discusses  the  royalty  policy  to  be  followed 
in  the  readjustment  of  coal  leases  over  the  coming 
years . 

I .   Background 

Leases  issued  under  the  authority  of  the  Mineral  Leasing 
Act  of  1920  are  subject  to  periodic  readjustments  of 
economic  and  other  lease  terms  and  conditions.   Leases 
issued  prior  to  the  Federal  Coal  Leasing  Amendments  Act 
of  1976  (FCLAA)  were  subject  to  readjustment  of  lease 
terms  and  conditions  every  20  years  after  the  original 
issuance  of  the  leases.   The  FCLAA  changed  the  law  to 
allow  readjustment  20  years  after  lease  issuance  and 
every  10  years  thereafter.   For  those  cases  pending  where 
the  readjustment  was  to  occur  before  August  4,  1976,  the 
date  the  FCLAA  was  enacted,  the  current  readjustments 
must  be  for  20  years  with  10-year  adjustments  thereafter. 
The  lessee  who  does  not  like  the  readjusted  lease  terms 
is  given  the  option  of  relinquishing  the  lease. 

There  are  87  leases  pending  readjustments  of  terms  and 
conditions.   This  backlog  has  developed  as  a  result  of 
limited  manpower  available  to  complete  environmental 
assessments  (EAs)  and  evaluations  of  economic  lease 
terms,  problems  in  matching  the  schedule  for  the 
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EA's  with  the  schedule  for  the  running  of  the  program 
of  the  US  Geological  Survey  (GS)  to  determine  the  coal 
resource  economic  value  (CREV) ,  and  the  lack  of  a  con- 
sistent policy  on  what  level  the  royalty  rates  should  be 
for  lease  readjustments. 

Although  the  March  memorandum  led  to  an  interim  policy  for 
royalties  on  readjustments  to  occur  prior  to  June  1,  not 
all  of  the  '87  leases  have  been  readjusted. 

In  addition,  some  248  more  of  the  535  existing  leases 
will  become  subject  to  readjustment  before  1987,  a  direct 
legacy  of  the  substantial  coal  leasing  done  by  the 
Department  in  the  early  1960 's. 

The  leases  now  pending  or  soon  to  be  subject  to  readjustment 
were  issued  with  significantly  lower  royalty  rates  than 
the  12-1/2  percent  minimum  required  under  the  provisions 
of  the  FCLAA  for  surface  mineable  coal  or  the  8  percent 
figure  established  by  the  Department  for  underground 
mineable  coal.   In  many  cases,  the  original  lease  terms 
of  the  leases  now  due  for  readjustment  call  for  royalties 
estimated  to  be  only  1/10  to  1/5  of  these  rates,  such  as 
15  cents  per  ton. 

The  task  force  report  assessing  the  existing  policies  and 
procedures,  including  the  GS  model  (CREV  model) ,  employed 
by  the  Department  for  establishing  fair  market  value  and 
determining  economic  terms  for  leases  offered  for  sale, 
lease  exchanges,  and  lease  readjustments,  is  available 
and  a  summary  of  that  report  is  contained  in  issue 
paper  6.   The  recommendations  set  out  in  that  issue  paper 
have  an  important  bearing  on  this  paper. 

Alternatives  and  General  Discussion 

The  following  alternatives  are  individually  discussed 
below: 

1.   Readjust  each  lease  to:   12-1/2%  royalty  for  surface 
mined  coal;  and  8%  royalty  for  underground  mined 
coal,  subject  to  modification  to  as  low  as  5%  if  the 
lessee  can  demonstrate  to  the  satisfaction  of  the 
Department  that  an  8%  royalty  would  make  the  lease 
uneconomic  except  where  the  royalty  in  the  existing 
lease  is  higher  than  12-1/2%  in  the  case  of  surface 
mines  or  8%  in  the  case  of  underground  mines,  in  which 
case  the  royalty  should  be  continued  at  the  higher 
level.   (This  was  the  alternative  selected  for  the 
interim  policy  for  leases  currently  pending  readjustment.) 
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2.  Establish  a  royalty  for  each  readjustment  based 

on  an  individual  economic  analysis  for  each  lease. 

3.  A.   Process  all  currently  pending  readjustments 

under  option  1,  reserving  the  right  to  readjust  the 
royalty  rate  up  to  5  years  a  fixed  minimum  amount 
based  on  individual  economic  analyses.   Process  all 
new  readjustments  under  option  2. 

3.  B.   Process  all  readjustments  in  accordance  with  the 

interim  policy,  with  the  right  to  readjust  again 
up  to  a  fixed  amount  after  5  years. 

4.  Adopt  the  recommended  fixed-rate  approach  but  use 
higher  royalty  rates  (e.g.,  15-1/2%  and  11%). 

In  establishing  a  readjustment  royalty  rate  policy  the 
Department  must  resolve  two  related  issues. 

o   1.   Are  individual  economic  evaluations  required  for 
each  readjustment  case  or  can  a  generalized  rate 
be  set? 

o   2.   If  a  generalized  rate  is  chosen  what  should  it 
be? 

The  12-1/2%  minimum  royalty  rate  for  surface  mineable  coal 
established  by  the  FCLAA  of  1976  is  the  key  to  answering 
both  these  questions.   We  can  not  go  below  this  standard 
for  surface  mineable  coal  regardless  of  the  results  of 
individual  economic  evaluations.  1/   If  the  results  of 
individual  evaluations  would  not  yield  recommendations 
greater  than  12-1/2%,  doing  them  would  be  an  unnecessary 
and  costly  expenditure  of  time  and  funds.   The  question 
then  becomes  is  12-1/2%  a  proper  return  to  the  Government 
in  most,  if  not  all,  surface  mineable  cases  or  is  12-1/2% 
generally  too  low? 


Rate  can  be  established  as  the  lease  royalty  term. 
The  statutory  floor  does  not,  however,  prevent  the 
Secretary  from  reducing  the  royalty  owed  the  United 
States  upon  the  application  of  the  lessee  under  section 
39  of  the  Mineral  Leasing  Act.   This  authority  was  not 
affected  by  the  FCLAA. 
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The  interim  policy  (option  1)  was  adopted  in  part  upon  an 
analysis  that  showed  that  the  statutory  minimum  royalty 
rate  was  higher  than  the  royalty  received  in  most  recent 
"comparable  sales"  of  private  coal.   These  data,  derived 
from  lease  transactions  in  Rosebud  County,  Montana; 
Moffat  County,  Colorado;  and  Emery  and  Carbon  Counties, 
Utah;  are  attached  to  this  paper,  and  are  discussed  in 
greater  depth  in  the  March  memorandum  and  in  the  fair 
market  value  task  force  report.   The  transactions  selected 
were  those  which  occurred  after  the  date  of  enactment  of 
the  FCLAA,  were  conducted  at  arms  length,  and  involved 
leases  as  opposed  to  assignments.   The  data  on  these 
transactions  should  not  be  viewed  as  strictly  equivalent 
to  the  situations  of  the  leases  due  for  readjustment 
because:   (1)  additional  bonuses  are  likely  involved  in 
some  of  these  transactions  but  not  recorded,  (2)  the 
quality  of  the  data  possessed  by  the  fee  lessors  in  these 
transactions  was  generally  lower  than  that  possessed  by 
the  Government  for  the  leases  subject  to  readjustment, 
and  (3)  the  royalties  do  not  fully  reflect  current  market 
conditions  because  many  of  the  transactions  are  at  least 
two  years  old  (i.e.,  occurred  in  the  latter  half  of 
1976).   Furthermore,  any  conclusions  which  may  be  drawn 
from  these  data  must  be  tempered  with  the  understanding 
that  royalty  rates  on  future  fee  leases  could  reflect 
whatever  royalty  rates  we  set  in  the  short-term  lease 
sales  and  in  regional  leases  sales  under  the  Federal  coal 
management  program.   Especially  in  times  of  increasing 
demand,  given  its  potentially  dominant  ownership  positions, 
the  Federal  Government  is  likely  to  be  the  price  setter 
for  Western  coal  leases. 

Nevertheless,  the  royalty  terms  of  these  leases  are  an 
honest  reflection  of  the  market  and,  with  the  above 
reservations  in  mind,  it  can  still  be  concluded  that  the 
minimum  royalty  required  by  law  on  Federal  leases  is 
significantly  higher  than  that  shown  in  the  relatively 
recent  market.   Substantial  bonuses  would  have  to  be 
involved  to  equalize  the  values  of  most  of  these  leases 
to  the  Federal  minimum  rate. 

It  appears  that  the  12-1/2%  minimum  for  royalties  on 
surface  mineable  coal  is  at  the  top  end  of  the  royalty 
rates  being  charged  in  the  market  place.   That  the 
Department  concluded  that  12-1/2%  or  8%  as  an  interim 
policy  would  be  a  fair  royalty  rate  to  be  included  in  the 
readjustment  of  leases  now  subject  to  readjustment  does 
not  imply  that,  for  any  individual  case,  a  higher  royalty 
could  not  be  obtained. 
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The  CREV  model  (income  approach  or  discounted  cash  flow 
technique  for  determinig  fair  market  value  currently 
being  used  by  the  Department  for  lease  sales  held  under 
the  NRDC  vs.  Hughes  amended  court  order)  has  been  yielding 
higher  royalties  than  12-1/2%  for  short-term  surface 
mineable  leases.   These  royalties,  however,  have  been  set 
to  capture  the  bonus  payment  for  lease  acquisition 
through  the  royalty. 

An  issue  which  must  be  resolved  in  the  development  of  the 
Federal  coal  management  program  is  whether  to  seek  to 
capture  a  lease  acquisition  bonus  on  a  lease  readjustment. 
Those  who  argue  the  issue  assume  either  that  the  "bonus" 
must  be  captured  to  assure  fair  market  value  payment  for 
the  leased  coal  or  that  the  "bonus"  must  not  be  captured 
on  readjustment  because  doing  so  is  tantamount  to  selling 
the  coal  remaining  in  the  lease  to  the  lessee  a  second 
time. 

The  8%  royalty  the  Department  sets  for  underground 
mineable  coal  is  not  mandated  by  statute,  but  instead  is 
Departmental  policy  established  by  former  Deputy  Under 
Secretary  Lyons  (attachment  2)  on  October  1,  1976.   The 
resulting  regulation  setting  forth  this  policy  (43 
C.F.R.  3503.3-3 (b) )  also  permitted  a  lower  royalty  down  to 
a  minimum  of  5%  when  justified.   The  8%  figure  seems  a 
reasonable  one  to  include  in  readjustments  of  underground 
mineable  leases  now  subject  to  readjustment,  particularly 
if  the  burden  is  clearly  placed  on  the  lessee  to  demonstrate 
to  the  satisfaction  of  the  Department  why  a  lower  rate 
should  be  considered. 

The  interim  policy  was  recommended  primarily  because  no 
lower  rates  could  be  charged  under  law  or  existing 
Departmental  regulation  and  the  attached  data  suggest  that 
in  few  or  no  cases  would  higher  rates  be  charged  even  if 
individual  economic  analyses  were  conducted.   However, 
the  recommendation  was  also  made  because  of  manpower 
considerations.   The  GS  estimates  that  it  requires  one- 
half  of  a  man-year  to  complete  a  single  evaluation.   This 
means  that  the  87  leases  pending  readjustment  would 
require  43-1/2  man-years  of  efforts.   As  GS  currently  has 
the  capability  to  process  only  2  to  4  cases  a  month,  it 
would  appear  that  the  Department  cannot  on  a  practical 
basis  afford  to  do  individual  evaluations  at  this  time 
whatever  it  might  like  to  do  ideally.   Certainly,  to 
conduct  those  evaluations  would  be  costly  not  only  in 
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terms  of  Federal  expenditures,  but  in  lost  receipts  from 
royalties  paid  until  each  evaluation  is  completed  and  the 
readjustment  can  be  made.   If  the  conclusion  discussed 
above  that,  even  after  the  evaluations  would  be  made,  the 
resulting  royalties  would  seldom  be  above  the  12-1/2%  and 
8%  figures  is  accurate,  the  loss  in  receipts  from  not 
promptly  readjusting  the  leases  could  be  extensive.   This 
loss  is  chiefly  felt  on  the  currently  pending  readjustments; 
obviously,  producing  leases  could  be  given  the  highest 
priority  in  work  done  during  implementation  of  the  long-term 
program  policies. 

The  alternative  of  adjusting  to  12-1/2%  or  8%  now  and 
reserving  the  right  to  readjust  five  years  later  after 
conducting  the  evaluations  would  remedy  the  lost  receipts 
problem,  but  would  not  remedy  the  manpower  problem, 
especially  when  the  workload  of  coming  readjustments  is 
considered.   It  is  unlikely  that  sufficient  appropriations 
would  be  forthcoming  to  permit  the  conduct  of  these 
evaluations  without  seriously  reducing  the  GS ' s  capability 
to  increase  its  remaining  evaluation  workload  over 
present  levels.   This  would  mean  that,  for  the  next  five 
years,  lease  sales  and  exchanges  under  the  Federal  coal 
management  program  would  be  severely  constrained. 

Discussion  of  Alternatives 

1.   Readjust  each  lease  to  a  royalty  rate  12-1/2%  (surface 
mined  coal)  or  8%  (undergound  coal,  subject  to  reduction 
to  5%)  of  the  gross  value  of  coal. 

Pro:     o  The  alternative  contains  virtually  no 
discrimination  between  lessees. 

o  This  (or  option  4)  is  the  least  costly  to 
administer,  and  will  be  most  likely  to 
result  in  no  delay. 

o  Generates  no  f ollow-the-leader  "inflation" 
of  royalty  rates  on  private  or  Indian  land 
coal  other  than  that  which  may  have  been 
generated  by  the  statutory  minimum  itself. 

o   Is  least  adverse  to  lessees  who  have  related 
leases  on  private  lands  whose  royalties  are 
tied  to  the  Federal  rate. 
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Con:  o  Will  result  in  some  royalty  rates  lower  than 
those  derived  from  individual  lease  economic 
valuations. 

o   (If  new  leases  are  not  at  minimum  rates)  may 
generate  artificial  movement  toward  extending 
development  of  existing  leases  rather  than 
bidding  on  new  leases. 

2.   Establish  the  royalty  rate  for  each  lease  based  on 
an  individual  economic  analysis.   (This  option  must  be 
evaluated  in  light  of  the  decisions  on  fair  market 
value. ) 

Pro:  o  Assures  fair  market  value  in  exchange  for  the 
right  to  extract  Federal  coal  on  those  leases 
that  have  greatly  increased  in  value  over  the 
original  lease  royalty. 

o  Allows  continuing  examination  of  the  validity  of 
both  the  economic  model  used  by  the  Department 
and  the  statutory  and  regulatory  minimum  royalty 
rates . 

o   May  result  in  speculative  holders  of  leases 

electing  to  relinquish  or  terminate  leases  that 
are,  upon  readjustment,  less  easily  resold. 

Con:   o   Capturing  the  "bonus"  value  is  tantamount  to 

re-leasing  the  coal  to  someone  who  acquired  the 
lease  either  for  a  then-fair-value  bonus  or  as 
the  "reward"  prescribed  by  Congress  for  prospec- 
ting for  coal. 

o   Is  administratively  the  most  expensive,  complicated 
and  prone  to  delay;  it  may  simply  be  impossible 
to  implement  without  additional  staffing. 

o   If  the  current  minimum  rates  are  high,  as  the 
attachment  indicates,  few  leases  will  merit  the 
cost  of  individual  economic  analysis  by  deserving 
higher  than  minimum  rates. 

o   The  present  uncertainty  of  a  future  royalty 
rate  may  make  it  difficult  for  an  existing 
lessee  to  market  or  plan  on  marketing  the  lease 
production  in  connection  with  meeting  its 
diligence  obligations. 
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3.  A.   Process  all  currently  pending  adjustments  under 

option  1,  receiving  the  right  to  readjust  the 
royalty  up  a  fixed  maximum  amount  in  five  years, 
based  on  an  individual  analysis.   Process  all 
future  readjustments  under  option  2. 

B.   Process  all  readjustments  under  option  1,  with 
the  reserved  right  to  readjust  in  five  years 
based  on  an  individual  analysis. 

Pro:   o   This  approach  balances  the  lessee's  need  for 

some  certainty  with  both  the  Federal  interest  in 
obtaining  fair  market  value  and  the  Department's 
personnel  constraints. 

o   The  Department  can  defer  individual  lease 

evaluation  efforts  on  nonproducing  leases  until 
it  knows  whether  they  are  likely  to  produce  or 
not. 

Con:   o   If  the  reserved  five  year  increase  is  too  great, 
readjustment  provides  no  certainty  to  the  lessee 
in  calculating  his  costs  of  operation,  and  if  it 
is  too  low,  fair  market  value  will  still  not  be 
received. 

4.  Adopt  the  fixed-rate  approach  with  higher  fixed  rates 
(e.g.,  15-1/2%  surface;  11%  underground)  based  on  expected 
typical  levels  for  royalty  rates. 

Pro:   o   Maximizes  return  and  minimizes  the  administrative 
costs  at  the  same  time. 

o   Provides  the  certainty  needed  by  the  lessee  in 
advance  in  planning  development. 

o   High  fixed  rates  can  serve  policies  designed  to 
encourage  the  development  of  new,  environmentally 
sound,  LMU-  designed  leases  and  to  encourage  the 
relinguishment  of  ill-planned  older  leases. 

Con:   o  Attachment  1  indicates  that  such  across-the-broad 
rates  are  above  all  other  market  royalty  rates. 
(The  comparability  of  these  figures  and  Federal 
lease  values  should  be  treated  cautiously 
however . ) 
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o  The  administrative  savings  may  not  be  great 
because  of  the  likelihood  of  having  to  respond 
with  individual  lease  economic  analyses  to 
individual  lessee's  requests  to  reduce  the  rates 
to  the  statutory  and  old  regulatory  minimum 
rates. 

o   Readjustments  will  be  delayed  while  the  proper 
level  for  the  higher  fixed  rates  is  established. 


Decision 

Option  1  (fixed  12-1/2%  —  8%) 

Option  2  (individually  set  royalties) 

Option  3  (reservation  of  the  right 
to  raise  the  royalty 
five  years  after 
readjustment) 

3A  (option  1  on  currently 
pending  cases;  option  2 
on  new  cases) 

3B  (option  1  on  all  cases) 

Option  4  (fixed  rates  higher 
than  option  1) 

Other  Action 
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ATTACHMENT     I 

Date  of  Lease 

Acres 

Royalty 

Term  of  Lease 

(Moffat  County) 

12/27/76 

1000 

25/ton  * 

10 

12/27/76 

327.2 

30/ ton  * 

10 

6/6/77 

307 

1%  * 

10 

7/1/76 

320 

40     per  ton  or 
8%;   Federal 
rate  after  5 
years 

20.20 

2/6/77 

80 

10% 

5 

3/8/77 

931.46 

25     ton 

15 

1/7/77 

650.18 

25     ton 

15 

2/6/77 

160 

3.5% 

10 

12/3/76 

646.7 

3%  or  30 

10 

4/1/77 

? 

1%  (Big  bonus) 

10 

4/4/77 

1920 

12   1/2%/  8% 

10 

7/13/77 

640 

12  1/2%  /  8% 

10 

8/26/77 
(Rosebud  County) 

641 .  37 

12   1/2%  or  15 
per/ ton 

20 

3/6/76 

3839.5 

8%  after  state 
serverance 

■? 

8/9/74 

(Emery  County) 

976 

6  3/4%  or  Fed. 
rate 

•? 

10/21/76 

247 

3% 

10 

10/16/76 

80 

3% 

10.10 

10/19/76 

160 

2% 

10.10 

^Includes  lease  term  for  compensation  of  surface  damages  at  125% 
of  FMV  of  damages. 
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Date  of  Lease 

Acres 

Royalty 

Term  of  Lease 

3/4/77 

20 

2% 

10.10 

10 A 0/77 

20 

2 

10.10 

10/20/77 

680 

15  /ton 

1/3/77 

80 

15c/ per 
or  Fed. 

ton 
rate 

5.5 

12/10/76 

3160 

8% 

10.10.10.10 

10/5/77 

1200 

15     per 
or  Fed. 

ton 
rate 

9.5 

1/18/77 

920 

Profit  share  of 
net   income :  90% 
to  lessee  until 
lessee  recovers 
$1  million,   60% 
thereafter 

40 
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Attachment  2,  p.l 


United  States  Department  of  the  Interior 


GEOLOGICAL  SURVEY 
RESTON,  VIRGINIA     22092 


In  Reply  Refer  To: 
EGS-MS600 


SEP  2  -  |976 


Memorandum 

To:       Under  Secretary 

Through:   Assistant  Secretary — Energy  and  Minerals  (/]/         f~  isTa©T 

From:     Director,  Geological  Survey  <$!* qCO  \§  ^' 

Subject:   Royalty  Rates  for  Federal  Coal  Leases 

Enclosed  for  your  ready  reference  is  a  copy  of  a  memorandum  dated 
February  26,  1975,  from  the  Assistant  Secretary — Program  Development 
and  Budget  to  the  Under  Secretary.   The  Department's  current  policy 
for  determining  the  royalty  level  for  coal  is  established  in  this 
memorandum.   One  of  the  key  elements  of  the  coal  royalty  policy 
is  that  no  variation  in  rates  would  be  permitted  because  of  the 
method  of  mining  (underground  vs.  surface). 

Established  policy  needs  to  be  reviewed  because  it  is  in  conflict 
with  Section  6  of  the  Federal  Coal  Leasing  Amendments  Act  which 
requires  the  "  *  *  *  payment  of  a  royalty  in  such  amount  as  the 
Secretary  shall  determine  of  not  less  than  12-1/2  per  centum  of 
the  value  of  coal  as  defined  by  regulation,  except  the  Secretary 
may  determine  a  lesser  amount  in  the  case  of  coal  recovered  by 
underground  mining  operations." 

We  believe  that  a  reasonable  coal  royalty  policy  could  be  set 
forth  as  follows: 

Set  12-1/2  percent  as  a  normal  royalty  rate  for  both 
competitive  and  noncompetitive  leases  involving 
surface-mined  coal.   Permit  variations  up  from 
12-1/2  percent  based  on  good  cause. 
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Set  8  percent  as  a  normal  royalty  rate  for  both 
competitive  and  noncompetitive  leases  involving 
coal  to  be  mined  by  underground  methods.   Permit 
variations  up  or  down  from  8  percent  based  on 
good  cause,  but  never  less  than  5  percent. 

Adopt  the  value  basis  of  coal  for  royalty  computations 
as  it  is  currently  defined  in  30  CFR  211.63. 

With  your  concurrence,  we  will  implement  the  above  recommendations, 


Acting  Director 
Enclosure 


I  Concur:  Date 

Under  Secretary 
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Attachment  2,  p. 3 


United  States  Department  of  the  Interior 

OFFICE  OF  THE  SECRETARY 
WASHINGTON,  D.C.    20240 


FEB  2  6  1975 


MEMORANDUM 

To:       Under  Secretary 

From:     Assistant  Secretary — Program  Development  &  Budget 

Subject:   Royalty  levels  for  coal 


It  is  becoming  apparent  that  despite  recent  issue  papers  and  meetings 
dealing  with  coal  royalties,  a  clear  policy  has  net  yet  been  established. 
Two  negative  determinations  have  been  made:  royalties  should  not  be  less 
than  5  percent,  and  they  should  not  differ  because  mining  will  be  under- 
ground as  opposed  to  on  the  surface.   But  we  are  still  in  need  of  a 
positive  guideline  as  to  what  the  royalties  should  be. 

Considerations 

1.   Competitive  and  Non-ccmpetitive  Leasing  Systems. 

Royalties  perform  the  basic  job  of  dividing  risks,  revenues  and  profits 
between  the  government  and  the  lessee.   If  both  competitive  and  non- 
ccmpetitive  leasing  as  provided  in  law  are  to  work  satisfactorily,  the 
royalty  need  not,  and  in  fact  must  not,  transfer  all  the  profit  to 
the  government: 

•  Sufficient  profit  must  remain  to  the  lessee  tc  encourage 
desirable  development-. 

•  Bonuses  for  competitive  leases  will  transfer  added  revenue 
to  the  government,  if  the  coal  deposit  is  sufficiently 
valuable. 

0   The  intent  of  the  prospecting  system  is  that  the  government 
foregoes  a  bonus  in  order  to  provide  an  incentive  for 
exoloration  in  areas  where  little  is  known  about  coal  deposits. 
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The  workings  of  the  prospecting  system  also  make  it  desirable  that  the 
government's  royalty  policy  be  relatively  predictable.  Otherwise  a 
risk-averse  permittee  would  reduce  his  level  of  exploration  effort,  to 
the  detriment  of  overall  economic  efficiency,  because  he  was  uncertain 
what  royalty  would  be  required  if  he  applied  for  a  lease. 

2.  Varying  royalties  by  cost  of  mining. 

In  some  past  leases  royalties  have  been  set  higher  for  surface  than  for 
underground  coal,  on  grounds  that  mining  costs  were  lower  for  surface  coal. 
Looked  at  another  way,  this  practice  amounts  to  increasing  royalties 
where  the  profits  are  high.   If  carried  too  far  it  could  frustrate  the 
intent  of  both  the  competitive  and  non-competitive  leasing  systems  by 
reducing  the  lessee's  incentives.   In  any  case,  the  practice  can  be 
criticized  as  discouraging  mining  by  the  most  economic  methods,  which  is 
not  a  result  the  government  should  seek. 

3.  Existing  practice. 

Royalties  being  charged  on  recent  Western  leases  range  from  5  percent  to 
10  percent; 

e   Colorado  and  New  Mexico  charge  5  percent;  Wyoming  charges 
8  percent;  Utah  matches  Federal  rates;  Montana  has  not 
leased  recently,  but  before  1971  charged' 17-l/2v/ton, 
which  was  the  Federal  rate; 

•  recent  leases  have  been  granted  by  Indian  tribes  at  8 
percent  (Crow)  and  10  percent  (Zuni) ; 

•  a  number  of  private  leases  exist  at  10  percent,  or  at  a 
number  of  cents  per  ton  which,  at  today's  prices,  are  in 
the  10  percent  range. 

4.  Depletion  allowance. 

One  possible  way  of  locking  at  royalties  would  be  to  recognize  that  any 
royalty  discourages  production,  and  seek  a  rate  that  would  just  offset 
the  major  government  policy  which  encourages  production — the  depletion 
allowance.   Such  a  rate  would  be  in  the  neighborhood  of  8  percent.   The 
logic  behind  such  a  rate  is  not  so  much  to  frustrate  the  policy  implicit 
in  percentage  depletion,  as  to  recognize  that  if  a  royalty  must  be  set, 
it  could  be  in  the  neighborhood  of  8  percent  without  going  beyond 
depletion's  stimulative  effect. 
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5.   Other  leases  in  the  LMU. 

If  a  new  Federal  lease  is  being  granted  which  will  be  developed  jointly 
with  other  prior  leases,  there  is  a  good  argument  for  setting  royalties 
that  natch  those  on  the  prior  leases.   Otherwise  the  lessee  may  be 
encouraged  to  mine  in  uneconomic  ways  in  order  to  extract  the  low-royalty 
coal  first.  Matching  would  require  some  care,  since  non-royalty  terms 
might  vary  in  ways  that  made  the  royalties  themselves  not  comparable. 

Proposal 

Based  on  the  considerations  above,  I  believe  we  could  reasonably  adopt 
the  following  coal  royalty  policy: 

1.  Set  8  percent  as  a  "normal"  royalty  rate  for  both 
competitive  and  no n- competitive  leases. 

2.  Permit  variations  up  or  down  from  8  percent  based 
on  good  cause,  such  as  to  establish  rates  comparable 
to  these  on  prior  leases  in  the  same  LMU.' 

3.  Permit  no  rate  less  than  5  percent,  or  5C  per  ton,  (the 
minimum  in  the  Act)  whichever  is  higher. 

4.  Permit  no  variation  in  rates  because  of  method  of  mining. 

I  think  this  four-point  policy  would  be  satisfactory  for  several  reasons: 

°   it:  establishes  a  "normal"  rate  which  can  be  charged  in 
most  cases,  and  which  is  within  the  range  of  existing 
practice. 

°   it  permits  flexibility  for  good  cause;  and 

°   it  observes  the  decisions  already  made  on  mining 
methods  and  the  5  percent  minimum. 


I  recommend  that  you  adopt  it. 


^ 


Concur 


I|W,|  1} 1  - 


Fov^on  C.  HusJ#s 


-*   Date 


*AA<T 


Issue  Paper  14 


DILIGENCE  ON  NONPRODUCING  COAL  LEASES 

This  paper  discusses  the  background  of  diligence  requirements  for  federal 
coal  leases,  and  the  program  options  available  to  you  for  the  supervision 
of  diligent  development  and  continued  operation  on  the  nonproducing 
leases  issued  prior  to  the  Federal  Coal  Leasing  Amendments  Act  of  1976, 
and  not  readjusted  since.  The  background  discussion  below  outlines  the 
Department1 s  concern  about  the  enforceability  of  the  lease  diligence 
terms  that  led  to  the  1976  diligence  regulations,  and  the  Department's 
continuing  concern  about  whether  and  how  the  1976  regulations  or  any  new 
DOE  diligence  regulations  apply  to  all  nonproducing  leases.  In  his 
memorandum  of  March  20  to  the  Under  Secretary,  the  Director  of  the  Office 
of  Coal  Leasing,  Planning  and  Coordination  summarized  the  situation: 

Our  analysis  of  the  [May  and  December  1976] 
regulations  has  led  us  to  ask  ...  a  series  of 
complicated  questions  dealing  with  the  enforcement 
of  the  May  1976  diligence  requirements.  In  brief, 
these  questions  relate  to  two  central  themes:   (1) 
are  the  May  1976  regulations  in  any  way  inconsistent 
with  the  Mineral  Leasing  Act  itself?;  and  (2)  how 
do  the  individual  lease  diligence  terms  relate  to 
the  May  1976  regulations? 

In  that  memorandum,  the  Director  continued: 

[W]e  can  set  out  the  three  possible  scenarios  that 
will  unfold  on  the  issue  of  enforcement  of  diligence 
requirements.  First,  if  the  questions  .  .  .  are 
resolved  to  show  that  the  May  1976  regulations  were 
well-founded  and  enforceable,  .  .  .  existing  leases 
will  either  be  in  production  on  June  1,  1986,  or  be 
subject  to  cancellation.  If  the  questions  asked 
lead  to  the  conclusion  that  the  May  1976  diligence 
regulations  are  by  and  large  unenforceable,  the 
Department  will  then  turn  to  enforcing  the  diligence 
terms  in  the  existing  leases.  "Depending  on  the 
answers  to  a  series  of  questions  about  the  meaning 
of  the  lease  terms  themselves,  this  scenario  may 
result  either  in  the  Department  having  the  authority 
to  enforce  diligence  requirements  more  strict  then 
those  in  the  May  1976  regulations,  or  the  Department 
may  have  to  await  lease  readj  ustment  before  it  can 
impose  any  effective,  enforceable  diligence  require- 
ments at  all. 

FES,  Appendix  I  at  28-29. 
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This  option  paper  is  designed  to  generate  Departmental  policy  to  govern 
the  timing  and  intended  results  of  the  resolution  of  these  uncertainties. 
While  some  of  the  questions  raised  in  the  discussion  below  might  be 
resolved  within  the  bureaus  or  by  opinions  from  the  Solicitor's  Office, 
a  cohesive  declaration  of  policy  could  best  direct  the  Department's 
efforts  and  best  notify  the  public,  especially  nonproducing  lessees, 
about  the  Department's  intentions  with  respect  to  diligence  on  non- 
producing  leases. 

There  are  three  major  options.  The  first  is  the  take-no-action  alterna- 
tive. The  Department  does  not  in  any  way  change  its  present  course  that 
the  diligence  regulations  apply  to  all  leases  and  will  be  enforced  in 
1986,  that  no  lease  diligence  term  enforcement  will  occur,  and  that  no 
or  at  least  no  significant  changes  will  be  made  in  lease  administration. 
The  Department  declares  that  the  status  quo  is  acceptable. 

The  second  option  is  to  enforce  the  diligence  provisions  in  the  leases. 
These  terms  have  by  and  large  never  been  tested  before.  If  they  are 
enforced,  these  provisions  could  require  production  prior  to  1986,  but 
the  amount  of  production  would  most  likely  be  less  than  that  required  in 
1986  and  subsequent  years  by  the  1976  regulations.  The  differences  are 
set  out  below.  This  administration  and  enforcement  could  be  done  for  all 
leases  not  in  mine  plans  or  selected  classes  of  such  leases. 

The  third  option  is  to  declare  a  Departmental  policy  of  assuring  the 
application  of  the  1976  regulations  with  their  1986  production  obligation 
by  negotiating  with  lessees  the  modification  of  leases  to  incorporate 
expressly  the  1976  regulatory  requirements.  Like  option  2,  this  option 
could  be  implemented  on  all  leases  not  in  mine  plans,  selected  classes  of 
such  leases,  or  in  connection  with  a  lease  term  enforcement  effort  for 
all  leases  which  are  not  modified.  Each  of  these  major  options  has 
implications  in  three  areas:  1)  changes  in  administration  of  leases  to 
implement  the  chosen  policy,  both  necessary  and  discretionary;  2)  enforce- 
ment policy;  and  3)  our  relations  with  and  recommendations  to  the  Department 
of  Energy.  The  merits  of  each  major  option  will  be  discussed  in  terms  of 
these  three  sets  of  considerations. 

BACKGROUND 

A.  The  Leasing  Act  requirements.  The  Mineral  Leasing  Act  provided: 

Leases  shall  be  for  indeterminate  periods  upon 
condition  of  diligent  development  and  continued 
operation  of  the  mine  or  mines,  [with  certain 
exceptions] . 
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The  Act  authorized  the  Secretary  to  provide  in  a  lease  for  the  payment  of 
advance  royalties  in  lieu  of  continued  operation,  and  authorized  other 
extensions  in  or  suspensions  of  the  diligent  development  and  continued 
operation  (collectively  referred  to  as  diligence)  requirements  of  the 
lease,  including  periods  of  strikes  or  acts  of  God,  and  periods  when 
operations  could  not  be  conducted  except  at  a  loss.  In  addition,  the  act 
authorized  the  readjustment  of  lease  terms  every  twenty  years. 

The  early  leases  and  regulations  (from  1920-1956)  provided  for  a  minimum 
dollar  investment  (fixed  in  the  lease)  in  the  first  three  lease  years, 
and  the  leases  provided  for  production  of  a  minimum  tonnage  (fixed  in 
the  lease)  in  the  fourth  and  each  succeeding  lease  year.   In  1956  the 
lease  form  was  revised  to  delete  the  minimum  investment  requirement  and 
to  require  production  in  the  sixth  and  succeeding  lease  years,  but  only 
in  an  amount  that  would  generate  a  royalty  payment  of  $1  per  acre  per 
year.  This  minimum  production  requirement  generated  no  revenue  on  non- 
producing  leases  because  the  leases  provided  that  the  minimum  production 
royalty  payment  have  the  lease  rental  deducted  from  it.   ($1  per  acre 
per  year  minimum  production  royalty  payment  minus  $1  per  acre  per  acre 
statutory  minimum  rental  equals  -6-.) 

Leases  under  these  terms  were  issued  until  the  early  1970' s,  and  many 
earlier  leases  were  readjusted  to  reduce  the  old  minimum  production 
requirement  to  this  payment.  Some  leases  were  issued  with  higher  (e.g., 
$5)  per  acre  per  year  rentals  and  minimum  royalty  payment  requirements. 

Again,  no  payments  beyond  rentals  are  made  on  such  leases.  Rentals 
constitute  the  only  holding  cost  on  the  vast  majority  of  nonproducing 
leases.  In  the  early  1970 's  several  sales  were  held  with  minimum  pro- 
duction requirements  greater  than  the  rent,  but  no  leases  issued. 

The  only  other  change  of  significance  was  that  in  1965  the  lease  form 

was  amended  to  provide  expressly  that  the  lease  was  subject  to  regulations 

issued  after  lease  issuance. 

B>  History  of  nonenf orcement .  The  history  of  the  market  for  federal 
coal  lease  production  in  the  West  is  the  history  of  long-term  oversupply. 
Much  of  the  reported  administration  of  leases  involves  lessees*  applica- 
tions for  suspensions  of  not  only  operations  but  also  payment  obligations, 
including  rentals,  because  properties  could  not  be  operated  at  a  profit, 
or,  during  World  War  II,  because  labor  was  not  available. 

In  the  case  of  Carl  T.  Olson,  59  I.D.  207,  209  (1946),  Assistant  Secretary 
(later  Secretary)  Chapman  affirmed  the  land  office's  rejection  of  a  coal 
lease  application  on  the  grounds  that  lease  issuance  "would  jeopardize 
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production  from  mines  already  opened  in  the  vicinity."  He  recounted  the 
history  of  the  Department's  policy  to  lease  only  upon  a  showing  of  actual 
need  for  the  coal.   In  Olson,  the  Assistant  Secretary  wrote: 

"Official  and  private  records  give  eloquent  testimony 
.  .  .  that  free  competition  had  been  'degraded  into 
anarchy'  in  the  bituminous  coal  industry.  Overpro- 
duction and  savage,  competitive  warfare  wasted  the 
industry.  Labor  and  capital  alike  were  victims. 
Financial  distress  among  operators  and  acute  poverty 
among  miners  prevailed  even  during  periods  of 
general  prosperity  .  .  . ."   [Sunshine  Anthracite 
Coal  Co.  v.  Adkins,  310  U.S.  381,  395  (1940).] 

Nor  is  there  a  reason  to  believe  that  the  condition 
of  excess  productive  capacity  has  disappeared  from 
the  bituminous  coal  industry  during  the  recent 
period  of  the  War.  It  is  true  there  were  recurring 
periods  of  severe  shortages  of  coal.  These  shortages, 
however,  appear  to  have  been  attributable  chiefly 
to  a  deterioration  in  the  supply  of  available, 
experienced  mine  workers.  At  the  present  time 
there  is  no  firm  reason  for  believing  that  with  the 
restoration  of  an  adequate  labor  supply  and  the 
elimination  of  depleted  domestic,  industrial,  and 
railroad  reserves  of  coal,  the  industry  will  not  be 
confronted  with  a  recourrence  of  the  situations  above 
described. 

In  fact,  coal  markets  diminished  as  both  domestic  and  railroad  markets 
were  lost  to  oil  and  gas.  Suspension  and  waiver  of  operation  and  payment 
obligation  were  regular  occurrences.  Staff  papers  in  the  late  1960 's 
questioned  why  substantial  leasing  was  occurring  at  the  same  time  that 
operations  requirements  on  existing  leases  were  being  suspended  for  lack 
of  a  market.  Only  around  the  same  time  the  leasing  moratorium  was  imposed 
did  the  Geological  Survey  conclude  that  in  some  regions  markets  did  exist 
for  already  leased  coal.  In  those  regions  USGS  ceased  suspending  minimum 
production  payment  obligations  (for  those  older  leases  in  which  the  obliga- 
tion was  greater  than  the  rent) . 

Because  of  substantial  leasing  and  the  absence  of  enforced  diligent 
provisions,  there  are  now  some  312  leases  issued  prior  to  the  Federal 
Coal  Leasing  Amendments  Act  of  1976  containing  an  estimated  7.782  billion 
tons  of  recoverable  coal  that  are  not  in  any  approved  or  pending  mine 
plan.  This  compares  with  223  leases  with  9.306  billion  tons  of  recoverable 
coal  in  approved  or  pending  mining  plans.   (Figures  from  Final  ES,  Tables 
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2-21,  2-31.)-  While  diligence  policies  cannot  guarantee  production,  since 
any  lessee  may  relinquish  the  lease  or  have  it  canceled  instead  of  producing 
the  coal,  they  will  establish  when  the  possibility  of  production  of  these 
substantial  tonnages  of  reserves  can  be  included  in  or  excluded  from  scheduled 
production  calculations,  and  when  the  Government  is  likely  to  seek  to  have 
the  coal  revert  to  unleased  status. 

C.  Background  to  1976  regulations.  In  1974,  based  on  its  conclusion  that 
the  then-existing  regulations  did  not  define  either  diligent  development 
or  continued  operation,  and  its  conclusion  that  the  leases  did  not  contain 
effective  enforceable  diligence  requirements,  the  Department  proposed 
definitions  of  the  terms  "diligent  development,"  "continuous  operation" 
and,  to  administer  the  first  two,  "logical  mining  unit."  The  proposal: 
1)  used  an  investment  and  preparation- for-mining  concept  in  defining 
diligent  development,  including  a  listing  of  development  activities  that 
would  .qualify;  (2)  used  production  in  commercial  quantities  without 
interruptions  of  more  than  six  months  per  year  as  the  measure  of  continued 
operation  (without  defining  commercial  quantities);  and  (3)  allowed  non- 
contiguous federal  leases  and  adjacent  or  intervening  non- federal  lands 
to  be  combined  with  a  federal  lease  to  form  a  logical  mining  unit.  The 
preamble  to  the  proposal  also  stated,  "These  new  regulations  will  be 
applicable  to  [new]  coal  leases  .  .  .  and  to  the  extent  possible  to 
existing  coal  leases."  39  F.R.  43229  (December  11,  1974). 

On  December  31,  1975,  the  Department  proposed  a  new,  substantially  revised 
set  of  diligence  regulations.  40  F.R.  60070-71.  First,  the  Department 
proposed  a  diligent  development  requirement  that  one-fortieth  of  each 
lease's  reserves  be  produced  in  ten  years  from  the  date  of  lease  issuance 
or  issuance  of  the  regulations,  whichever  was  later.  The  concept  of 
expenditures  and  work  toward  opening  a  mine  was  dropped  as  a  diligent 
development  measure.  Second,  continuous  operation  was  proposed  as  the 
production,  after  diligent  development  is  achieved,  of  one  percent  of  the 
logical  mining  unit  reserves  annually. 

The  1975  proposal,  like  the  1974  proposal,  stated  its  purpose  and  the 
potential  limits  on  its  applicability: 

Although  all  existing  leases  contain  requirements 
for  diligent  development,  explicit  standards  of 
diligent  development  and  continuous  operation  have 
not  been  defined  or  enforced.  Existing  leases  are, 
therefore,  treated  for  the  purpose  of  this  amendment 
as  though  they  were  dated  as  of  the  effective  date 
of  the  [regulatory]  amendment,  insofar  as  the  statute 
and  existing  lease  terms  permit. 

40  F.R.  60070.  The  proposal  contained  one  other  substantial  change — a 
prospective  proposal  that  new  and  readj usted  existing  leases  would  contain 
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advance  royalty  payment  obligations  designed  to  require  payments  equal  to 
the  royalty  payments  on  a  forty-year  mine  producing  the  leased  reserves. 

On  May  28,  1976,  the  Department  adopted  final  diligence  regulations.  They 
incorporated  the  preceding  advance  royalty  requirements,  scheduled  to  begin 
in  the  sixth  lease  year  after  issuance  or  readjustment. 

The  May  1976  regulations  did  not  alter  the  1975  proposed  definition  of 
diligent  development,  and  simply  refined  the  definition  of  continuous 
operation  to  provide  a  three  year  averaging  of  production,  to  take  account 
of  acceptable  production  fluctuations,  in  calculating  whether  one  percent 
of  the  logical  mining  unit  reserves  were  produced  annually. 

After  the  enactment  of  the  Federal  Coal  Leasing  Amendments  Act  of  1976 
(FCLAA),  on  August  4,  1976,  the  Department  proposed,  and  in  December  1976 
adopted,  amendments  to  its  diligence  regulations  to  conform  them  to  the 
new  statutory  requirements.  The  December  1976  regulations  changed  none 
of  the  definitions  of  the  statutory  diligence  requirements  as  they  applied 
to  existing  leases.  The  only  change  that  applied  to  existing  leases  was 
a  revision  of  the  advance  royalty  provision.  It  clouded  the  question  of  the 
applicability  of  the  rules  to  existing  leases  by  providing  for  the 
calculation  of  advance  royalties  on  existing  leases  on  a  percentage-of- 
lease-reserves  basis.  41  F.R.  at  45572. 

The  amendments  also  provided  one  enforcement-related  provision — the 
Mining  Supervisor  would  notify  the  lessee  if  he  elected  not  to  accept 
advance  royalties  in  lieu  of  continued  operation  at  least  six  months 
prior  to  the  beginning  of  the  year  in  which  continued  operation  will 
then  have  to  commence.  43  CFR  3503 .3-2 (b) (1) .  This  provision  on  its 
face  applies  to  all  leases,  no  matter  when  issued. 

D.  Present  diligence  regulations.  The  1976  (May  and  December)  regula- 
tions apply,  strictly  speaking,  to  logical  mining  units  (LMU's),  rather 
than  leases,  but  each  lease  is  considered  a  logical  mining  unit  by  itself. 
Because  each  lease  is  considered  an  LMU,  formal  action  combining  federal 
leases,  or  leases  and  private  holdings,  into  an  LMU  does  not  have  to 
occur  before  the  1976  regulations  apply  to  an  existing  lease. 

(1)  Diligent  development.  Diligent  development  of  an  LMU  is  defined  as 
the  production  of  commercial  quantities  of  coal  by  June  1,  1986.  43  CFR 
3500. 0-5 (f)(2).  In  turn,  onefortieth  (2  1/2  percent)  of  the  LMU  reserves 
constitutes  commercial  quantities.   "Diligent  development"  can  be  deferred 
for  up  to  five  years  for  significant  development  projects,  and  is  auto- 
matically deferred  for  the  period  of  time  in  which  its  achievement  is 
significantly  impaired  by:  strikes,  the  elements,  or  casualties  not 
attributable  to  the  lessee;  and  extraordinary  circumstances  not  reasonably 
foreseeable  by  the  lessee.   43  CFR  3520 .2-5 (c)(1) . 
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(2)  Continued  operation.  Continued  operation  is  defined  as  the  obliga- 
tion, which  begins  with  the  first  lease  year  after  diligent  development 
is  achieved ,  to  produce  one  percent  of  the  LMU  reserves  annually  for  two 
years,  and  then  produce  an  average  (computed  on  a  three-year  basis)  of 
one  percent  of  the  LMU  reserves  annually.  The  continued  operation  obliga- 
tion may  be  suspended  upon  approval  by  the  Mining  Supervisor  of  an  applica- 
tion to  pay  advance  royalties  in  lieu  of  continued  operation.  The  amount 
of  the  advance  royalty  obligation  is  to  be  calculated  on  a  schedule 
designed  to  equal  royalty  payments  on  the  mining  of  the  lease  reserves 

in  forty  years.  43  CFR  3503. 3-2 (b) (1).  Advance  royalties  may  not  be 
paid  for  more  than  ten  years  in  lieu  of  continued  operation. 

(3)  Lease  suspension  authority.  The  Department' s  regulations  did  not 
affect  the  overriding  authority  of  the  Secretary  to  suspend  lease  operations 
entirely  (thus  suspending  all  payment  and  diligence  obligations,  and  the 
running  of  the  lease  term  itself),  or  the  authority  to  waive,  reduce  or 
suspend  rental  obligations  and  to  reduce  production  (but  not  advance) 
royalty  obligations  under  section  39  of  the  Act.  1/ 

While  the  lease  diligence  terms  call  for  production  in  the  next  lease 
year  (the  fourth  or  sixth  lease  year  having  long  passed),  the  regulations 
defer  the  production  requirement  until  1986.  Conversely,  while  the  lease 
diligence  terms  generally  call  for  insignificant  amounts  of  production  in 
each  lease  year  (to  a  royalty  value  of  $1  per  acre),  the  regulations  require 
the  production  of  a  significantly  larger  2  1/2  %  of  the  LMU  reserves  by 
June  1,  1986,  and  1%  of  the  LMU  reserves  annually  thereafter. 

E.  Status  quo.  The  Department  has  maintained  publicly  that  the  1976 
diligence  regulations  apply  to  existing  leases  without  ever  definitively 
answering  the  qualifications  in  the  preambles  to  the  rulemaking  proposals 
about  application  of  the  rules  only  to  limited  classes  of  leases.  The 
regulations  themselves  contain  no  express  limitations  on  their  applic- 
ability, and  it  has  been  widely  assumed  that  they  do  apply  to  all  existing 
leases.  There  have  been  numerous  reports  that  lessees  have  increased 
their  marketing  efforts  of  federal  coal  reserves  in  response  to  the  regu- 
lations. At  the  same  time,  the  Department  reserved  in  the  preamble  to 
the  May  1976  regulations  the  authority  to  seek  cancellation  of  leases 
where  the  lessees  had  made  no  reasonable  effort  to  develop  them.  The 
1976  rules  were  thus  not  an  unequivocal  declaration  that  the  lease  terms 
could  not  or  would  not  be  enforced. 


1/  Section  39  was  added  to  the  Act  in  1933  in  part  because  the  Assistant 
Secretary  had  held  that  he  was  not  authorized  to  suspend  or  waive  rental 
payments  on  coal  leases.  See  White  Ash  Coal  Mining  Co. .  53  I.D.  560  (1931) 
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The  Department  continued  to  administer  nonprcducing  leases  largely  as 
it  had  prior  to  promulgation  of  the  1976  regulations.  TWo  administra- 
tive changes  were  made.  First,  the  Geological  Survey  notified  all  non- 
producing  lessees  of  the  regulatory  requirements  and  informed  them  of 
its  preliminary  calculation  of  the  lease  (LMU)  reserves  on  which  the 
diligence  requirements  would  be  based.  Second,  the  Department  revised 
the  manner  in  which  existing  leases  were  readjusted  to  delete  from  re- 
adjusted leases  all  diligence- related  provisions  (except  how  advance 
royalty  would  be  calculated  and  paid),  and  to  make  the  1976  regulations 
expressly  applicable  to  the  readjusted  leases. 

On  May  1,  1979,  Mobil  Oil  sued  the  Department  to  have  the  regulatory 
diligence  requirements  declared  inapplicable  to  its  nonprcducing  1971 
coal  lease.  In  addition  Mobil  asserts  that  the  lease  terms  themselves  do 
not  require  it  to  produce,  and  allow  _it  to  defer  production  indefinitely 
by  paying  "advance  royalties"  (not  greater  than  the  rent  for  its  lease). 
Mobil  is  thus  suing  to  have  the  court  declare  that  it  is  up  to  the  company 
to  decide  when,  if  ever,  development  should  occur.  Our  answer  to  this 
complaint  is  due  to  be  filed  near  the  end  of  June. 

Finally,  DOE  has  transmitted  to  the  Department  draft  coal  diligence 
regulation  amendments  for  formal  review.  This  draft  proposes  to  promote 
the  regulatory  requirement  of  1986  production  by  adding  two  milestones 
for  existing  leases:  1)  within  6  months  of  the  regulations'  effective 
date,  all  lessees  must  submit  exploration  plans  (for  the  gathering  of 
the  geologic  and  hydrologic  data  necessary  to  receive  a  mining  permit 
from  the  Office  of  Surface  Mining  Reclamation  and  Enforcement) ,  and 
2)  within  3  years  all  lessees  will  submit  mining  plans  (this  requirement 
currently  applies  only  to  new  and  readjusted  leases). 

While  the  30-day  comment  period  has  expired  and  the  Department  has  sent 
DOE  its  comments  on  the  merits  of  the  draft  rules,  we  have  also  requested 
that  they  withhold  publication  of  these  or  any  comparable  proposals  until 
after  July  1,  so  that  we  may  communicate,  and  they  may  respond  to,  our 
program  policies  on  our  administration  and  enforcement  of  the  ex isting 
regulations. 

OPTION  1— TAKE  NO  ACTION 

In  taking  no  action,  the  Department  would  elect  to  defer  all  issues  re- 
lated to  the  enforcement  and  applicability  of  the  1976  regulations  to 
all  existing  leases  until  June  1,  1986,  when  all  nonprcducing  leases 
issued  before  the  FCLAA  was  passed  would  be  subj  ect  to  cancellation  for 
violating  the  regulatory  diligent  development  requirement,  unless  the 
period  had  been  duly  extended.  It  would  also  mean  that  no  attempts  to 
enforce  the  lease  diligence  terms,  in  a  test  case  or  on  a  large  scale, 
would  occur,  since  there  is  no  current  effort  to  do  so.  This  strategy 
may  be  difficult  to  maintain  in  the  face  of  the  Mobil  suit;  that  case 
may  resolve  these  issues  for  comparable  leases  well  before  1986. 
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The  Department  would  thus  remain  until  1986  in  a  passive  mode,  responding 
to  lessees'  requests  for  suspensions  of  payment  or  production  obligations 
on  a  case-by-case  basis,  and  responding  to  any  challenges  to  the  regulations, 
or  lease  terms,  raised  by  litigation,  such  as  Mobil  Oil's  suit.  The  only 
active  process  that  is  part  of  maintaining  the  status  quo  is  the  ongoing 
process  of  lease  readjustment.  According  to  the  Automated  Coal  Lease 
Data  System,  181  of  the  312  leases  not  in  any  mining  plan  will  be  subject 
to  readjustment  by  June  1,  1986.  These  are  being  and,  in  the  absence  of 
a  change  in  policy,  will  continue  to  be  readjusted  expressly  to  impose 
the  1976  regulatory  requirements  as  conditions  for  maintaining  the  lease. 

Maintaining  the  status  quo  just  described  has  the  general  advantage  of  not 
requiring  any  increase  in  the  effort  needed  to  administer  nonproducing 
coal  leases.  It  has  the  general  disadvantage  of  failing  to  clarify 
publicly  the  Department's  views  on  the  applicability  of  1976  regulations, 
and  of  failing  to  establish  consistent  Departmental  policy  for  present 
enforcement  and  administration  of  diligence  requirements,  except  on 
readjusted  leases.  Option  IA  calls  for  making  no  changes  in  the  status 
quo.  Option  IB  speaks  to  this  last  problem  in  providing  that  the  Department 
would  take  only  those  administrative  steps  necessary  to  assure  that  all 
leases  are  now  being  administered  in  a  manner  fully  consistent  with  the 
1976  regulations. 

The  leases  on  which  administrative  changes  would  have  to  be  made  under 
option  IB  are  of  two  types.  The  first  are  older  (pre-1956)  leases  on 
which  no  production  ever  occurred ,  and  that  have  minimum  production 
payment  obligations  higher  than  their  rental.  Lessees  continue  to  make 
these  payments  at  the  end  of  each  lease  year.  If  the  1976  regulations 
apply  to  these  leases,  the  lessees  have  no  advance  royalty  obligation  in 
lieu  of  continued  operation  until  after  1986,  or  until  after  diligent 
development  is  achieved,  whichever  is  sooner.  The  second  group  is  the 
older  leases  on  which  production  (diligent  development  either  under  the 
lease  or  regulation  definition)  did  occur.  1976  BLM  statistics  show  up 
to  96  such  leases  covering  57,000  acres  and  containing  730  million  tons 
of  coal.  On  these,  the  Department  has  never  stated  whether  the  maximum 
ten  years  of  advance  royalty  payments  includes  lease  years  prior  to 
December  1976,  whether  the  ten  years  began  in  1976,  or  whether  the  lessees 
are  to  be  treated,  like  all  other  current  nonproducers ,  as  having  no  con- 
tinued operation  obligation  except  after  their  "new"  diligent  development 
in  1986.  If  these  lessees  are  now  subject  to  continued  operation  obliga- 
tions, lease  administration  needs  to  be  revised  so  that  suspension  of 
the  obligation  and  payment  of  advance  royalty  in  lieu  thereof  is  approved 
by  the  Mining  Supervisor  upon  a  lessee's  application  prior  to  the  lease 
year.  Again,  these  payments  are  now  received  at  the  end  of  the  lease 
year,  and  no  application  for  or  approval  of  suspension  of  the  continued 
operation  obligation  occurs. 
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In  order  to  develop  the  advantages  and  disadvantages  of  the  option,  its 
effect  on  the  three  classes  of  diligence- related  activities  of  the  Department 
are  explored . 

a)  Administration  of  diligence. 
PRO: 

°  (IA)  No  further  costs  or  enforcement  efforts  would  be  incurred. 

°  (IB)  All  leases  would  be  consistently  administered  under  the  1976 
regulations. 

CON: 

°  (IA)  Same  leases  are  still  being  administered  under  the  lease  terms 
rather  than  the  regulations;  these  would  not  be  made  consistent. 

b)  Enforcement  policy. 
PRO: 

0  (IA)  No  enforcement  costs  or  efforts  will  be  incurred 
until  1986. 

°   (both  options)  The  Department  can  continue  to  maintain, 
consistent  with  its  present  posture,  that  development 
or  cancellation  proceedings  will  begin  by  late  1986. 

°   (IB)  The  status  under  the  regulations  of  the  leases  on 
which  production  once  occurred  will  be  resolved . 


CON: 


(IA)  No  enforcement  action  under  the  lease  terms  before 
1986  will  test  the  Department's  major  assumption  for  the 
1976  regulations — that  the  lease  terms  did  not  define  the 
lessee's  diligence  obligations  on  many  leases.  If  lessees 
successfully  defend  cancellation  suits  in  1986  on  the  grounds 
that  the  regulations  do  not  apply  to  their  leases  (this  is 
a  more  serious  threat  on  pre-1965  than  post- 1965  leases ) , 
then  the  Department's  authority  to  enforce  the  lease 
diligence  obligations  of  the  lessees  will  not  be  resolved 
until  after  June  1,  1986.  Resolution  of  the  doubts 
about  the  applicability  of  the  regulations  to  all 
existing  leases  will  occur  prior  to  1986  only  upon  the 
lessees'  initiation  of  suits  like  Mobil's. 
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0   (IA)  The  applicability  of  the  1986  production  requirement 
to  (especially  older)  leases  on  which  the  minimum  investment 
requirement  was  met  and  on  which  production  had  once  occurred 
will  remain  unsettled  until  1987  or  1988. 

(IB)  The  leases  on  which  administrative  changes  must  now  be 
made  would  become  the  first  cases  in  which  the  regulations 
would  be  enforced.  The  Department  will  not  be  in  the  best 
possible  position— in  response  to  enforcement  efforts  the 
lessee  may  show  that  even  the  Department  did  not  follow  its 
own  regulations. 

c)  Relationship  to  DOE. 

If  the  Department  takes  no  action  either  to  clarify  or  enforce  the  lease 
and  regulatory  diligence  provisions,  DOE  would  be  left  free  to  promulgate 
whatever  rules  it  saw  fit,  including  rules  imposing  new  diligence 
requirements  that  nonproducing  lessees  might  breach  long  before  1986. 
Thus,  if  DOE  issues  its  draft  rules  in  late  1979  as  drafted,  Interior's 
enforcement  actions  under  the  DOE  regulations  could  begin  as  scon  as 
early  1980  for  lessees  who  did  not  comply  with  DOE's  draft  six  month 
requirement  for  submitting  an  exploration  plan. 

OPTION  I  I—SEEK  TO  ENFORCE  LEASE  TERMS 

This  option  proposes  declaring  a  policy  of  resolving  uncertainties  by 
application  and  enforcement  of  lease  diligence  terms  on  existing  leases. 
By  seeking  to  enforce  existing  lease  terms,  the  Department  could  test  the 
assumptions  underlying  the  1976  regulations  on  each  class  of  leases  de- 
scribed above.  2/  This  could  be  done  on  a  large  scale,  or  selectively 
by  going  against  leases:  on  which  no  attempts  have  been  or  are  being 
made  to  market  or  develop  the  coal;  on  which  the  lessees  have  declared 
that  they  have  no  present  plans  for  development;  on  leases  containing  or 
held  in  conj  unction  with  adequate  reserves  so  that  a  logical  mining  unit 
currently  exists,  without  additional  leasing;  or  on  the  pre-1956  leases 
which  had  the  clearer,  and  potentially  more  enforceable,  lease  diligence 
provisions,  including  advance  royalty  requirements  greater  than  rent. 
These  last  leases  are  the  ones  most  vulnerable  to  successful  assertion 
by  the  lessees  that  the  1976  regulations  do  not  apply  to  them.  This 


2/  These  assumptions,  set  out  in  the  background  discussion,  bear  repeatinq 
here.  They  were  first,  that  the  lease  diligence  provisions  were  not 
defined,  enforced  requirements,  and  were  subject  to  definition  by  an 
interpretative  regulation,  and  second,  that  leases  issued  since  1965  are 
expressly  made  subject  to  regulations  promulgated  after  lease  issuance. 
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paper  does  not  contain  a  full  discussion  of  the  merits  of  each  specific 
class  of  leases  just  listed;  a  supplemental  paper  can  be  prepared  if 
this  major  option  is  most  attractive. 

The  grounds  for  such  enforcement  actions  are  straightforward,  as  long  as 
the  lessee  denies  that  the  regulatory  requirements  apply  to  its  lease. 
Almost  all  leases  on  which  no  production  ever  occurred  are  beyond  their 
fourth  or  sixth  lease  year,  in  which  production  was  to  begin  under  the 
lease  terms.  Second,  on  all  nonproducing  leases  for  which  the  "minimum 
production"  payment  equals  the  rent,  lessees  have  neither  requested  nor 
received  any  express  suspensions  or  waivers  of  their  continued  operation 
obligation.  Lessees  simply  pay  their  annual  rental  and  act  as  though 
that  was  all  that  was  required  of  them,  year-by-year.  In  addition,  many 
lessees  believe  that  minimum  production  payments  (often  -9-)  can  be 
made  in  lieu  of  diligent  development,  even  though  the  Act  clearly  authorizes 
them  solely  in  lieu  of  continued  operation. 

The  lease  term  enforcement  approach  could  be  carried  out  in  either  of  the 
following  ways:  option  IIA — wholesale  enforcement  of  the  various  lease 
requirements  to  the  exclusion  of  the  regulatory  requirements;  and  option 
IIB — test  case  or  specific  case  enforcement  of  lease  diligence  requirements 
without  reference  to  the  regulatory  requirements.  The  implications  of 
these  options  on  the  three  aspects  of  diligence  policy  will  now  be  discussed, 

a.  Administration  of  diligence.  Changes  in  lease  administration  would 
be  required.  Holders  of  nonproducing  leases  would  be  notified  that 
advance  royalty  payments  (again,  often  $0)  cannot  be  accepted  in  lieu  of 
diligent  development;  they  can  only  be  accepted  in  lieu  of  continued 
operation.  These  lessees  would  be  further  informed  that  their  obligation 
to  be  in  production  (in  the  fourth  or  sixth  lease  year)  would  only  be 
suspended  for  the  coming  lease  year  if  appropriate  under  the  Act  (strikes, 
casualties  not  attributable  to  the  lessee,  or  in  the  interest  of  conser- 
vation) and  only  upon  application  by  the  lessee. 

For  those  leases  on  which  diligent  development  (under  the  lease  or  regula- 
tory standard)  did  occur,  the  Department  would  notify  the  lessees  that 
advance  royalty  would  not  be  accepted  in  lieu  of  continued  operation  in 
the  coming  lease  year,  except  on  application  in  advance  and  good  cause 
shown. 


PRO: 


(both  suboptions)  These  actions  would  demonstrate  that  the 
Department  is  seriously  committed  to  increased  coal  production 
at  the  earliest  possible  date. 

(both  suboptions)  These  actions  would  more  than 
establish  the  predicate  for  lease  cancellation  actions 
for  violation  of  lease  terms  if  the  lessees  did  not 
comply  with  the  noticed  requirements. 
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(both  suboptions)  The  Department  could  establish  and  administer 
policies  (like  the  OCS  lease  suspension  policies)  to  require 
each  lessee's  commitment  to  a  specific  marketing  and 
development  effort  as  a  condition  of  granting  suspensions 
of  the  diligence  obligations. 

CON: 

0   (IIA)  These  actions  would  upset  the  expectations  of  lessees 
who  regard  the  1976  regulatory  diligence  requirements  as  con- 
trolling their  leases.  This  would  be  true  for  option  IIB  as  well 
unless  the  criteria  for  choosing  which  leases  to  treat  under  the 
lease  diligence  terms  were  related  to  the  lessees'  reliance  on  or 
objection  to  the  1976  regulations. 

(IIA)  These  actions  could  generate  substantial  administrative 
burdens  in:  a)  reviewing  existing  leases  to  conform  their 
administration;  b)  adjudicating  lease  diligence  suspension 
applications;  and  c)  revising  the  recently  reestablished 
lease  readjustment  process. 

0   (both  suboptions)  These  actions  would  partially  repudiate 
the  premises  on  which  the  1976  regulations  were  based. 

°   (both  suboptions)  Lessees  on  1956-1976  leases  could  meet 
the  diligence  requirements  by  opening  and  continuing  to 
produce  from  token  mines  because  of  their  insignificant 
production  requirements,  until  later  lease  readjustment. 
Around  335  of  the  535  existing  leases,  and  181  of  the  312 
leases  not  in  an  approved  or  pending  mine  plan,  will  be 
readjusted  by  June  1,  1986.  Until  readjustment,  however, 
many  lessees'  minimum  production  lease  provisions  are 
very  small.  For  instance,  Mobil  would  only  have  to  produce 
22,800  tons  per  year  to  meet  the  initial  production  obli- 
gation on  the  face  of  the  lease  involved  in  its  lawsuit, 
for  which  it  paid  $1.7  million  in  bonus  and  which  contains 
substantial  reserves. 

b-  Enforcement  policy.  It  has  not  yet  been  established  whether  the 
administrative  actions  listed  in  a.  above  are  necessary  prior  to  notifyinq 
existing  lessees  that  they  are  in  breach  of  their  lease  diligent  develop- 
ment obligation,  if  not  their  lease  continued  operation  obligation.  Whether 
the  notice  of  change  in  administration  discussed  in  part  a.  is  required 
and  thus  has  been  given  or  not,  a  lessee  has  a  prescribed  time  after  a 
notice  of  default  to  cure  the  default,  to  arrange  to  cure  the  default 
or  to  show  why  he  is  not  in  default.  If  the  defaults  covered  by  the  notice 
are  not  adequately  resolved,  judicial  action  to  cancel  may  be  initiated. 
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PRO: 


(both  suboptions)  The  enforceability  of  the  lease  terms 
would  be  determined  prior  to  the  post- 1986  judicial 
resolution  of  any  questions  about  the  applicability  of 
the  1976  regulations  to  any  specific  class  of  leases. 


CON: 

°   (both  suboptions)  Enforcement  would  further  undermine  the 
Department's  reliance  on  and  perceived  confidence  in  the 
1976  regulations. 

°   (IIA)  This  would  require  a  significant  GS-BLM-Solicitor' s 
Office-Justice  Department  commitment  of  resources. 

°   (I IB)  The  lessees  selected  for  test  case  enforcement 
may  claim  that  they  are  being  discriminated  against. 

c.  Relation  to  DOE.  The  selection  of  any  of  these  suboptions  would  mean 
that  the  Department  would  regard  DOE's  draft  regulations  as  premature  at 
best  and  disruptive  at  worst.  Options  IIA  and  IIB  are  partial  repudiations 
of  the  legal  and  policy  assumptions  on  which  the  1976  regulations  were 
based.  DOE's  authority  to  issue  regulations  governing  existing  leases 
now  is  no  greater  than  Interior's  in  1976. 

If  Option  IIC  were  to  be  coherently  implemented,  DOE's  milestone  require- 
ments should  not  be  activated  until  the  lease  in  question  is  expressly 
modified.  Otherwise  the  DOE  regulations  would  serve  as  a  significant 
disincentive  to  lessees'  agreeing  to  amend  their  leases  to  incorporate 
the  regulatory  requirements.  We  could  well  have  the  incongruous  situation 
of  DOE  issuing  rules  requiring  submission  of  an  exploration  plan  by 
March  1,  1980,  and  the  lessee  agreeing  to  the  application  of  the  1986  pro- 
duction requirement  around  that  time  only  to  fall  into  breach  for  failing 
to  submit  this  plan.  More  to  the  point,  existence  of  those  imminent 
milestones  could  dissuade  lessees  from  agreeing  to  the  applicability 
of  the  regulations.  Lessees  faced  with  imminent  exploration  requirements 
could,  like  Mobil,  be  motivated  instead  to  seek  to  have  both  regulations 
and  lease  terms  declared  unenforceable  with  respect  to  their  leases. 

OPTION  III— NEGOTIATE  THE  EXPRESS  APPLICATION  OF  THE  REGULATORY  REQUIREMENTS 

This  option  constitutes  a  declaration  of  the  Department' s  policy  to 
resolve  all  uncertainties  in  diligence  by  assuring  the  applicability  and 
enforceability  of  the  1976  regulations  to  existing  nonproducing  leases. 
It  thus  has  two  components:  first,  the  suboptions  on  how  to  go  about 
securing  lease  amendment  and  how  broadly  to  apply  the  policy;  and  second, 
suboptions  on  what  to  do  with  lessees  who  do  not  agree  to  express  lease 
revision. 
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To  implement  this  option,  the  Department  will  notify  each  lessee  that  we 
seek  to  amend  its  nonproducing  lease(s)  to  delete  the  lease  diligence  pro- 
visions and  expressly  substitute  the  1976  regulatory  diligence  provisions. 
This  policy  would  be  consistent  with  our  present  lease  readjustment  policy, 
in  which  we  make  leases  expressly  subject  to  the  requirements  of  the  1976 
regulations.  The  lessee  would  have  the  potential  lease  obligation  to  be 
in  production  deferred  until  1986  in  exchange  for  an  increase  in  the 
required  amount  of  production  to  an  amount  more  consonant  with  current 
standards  of  mine  design  aid  operation. 

In  pursuing  this  policy,  the  Department  would  waive  or  eliminate  the 
potential  use  of  the  lease  diligence  terms  for  future  prosecution  for 
nondevelopment  in  exchange  for  providing  certainty,  both  to  the 
lessees  and  the  Department,  about  the  diligence  provisions.  The  exact 
nature  of  the  Department's  "settlement  offer"  can  be  formulated  later 
on  a  general  or  case-by-case  basis,  but  the  potential  components  of  lease 
revision  offers,  any  or  all  of  which  could  be  part  of  the  bargain  struck 
between  the  lessee  and  the  Department  in  amending  the  lease,  are  set  cut 
below. 

Under  suboption  IIIA,  this  policy  would  be  carried  cut  across  the  board. 
Under  suboption  IIIB,  the  policy  would  be  carried  out  by  selecting  certain 
classes  of  leases,  although  the  purpose  of  this  latter  option  would  not 
be  to  "test"  the  policy,  but,  for  example,  to  assure  that  those  leases 
about  which  we  are  currently  the  least  sure  that  the  regulations  do 
apply  are  expressly  revised  to  make  the  regulations  govern.  While  leases 
subject  to  readjustment  before  June  1,  1986,  might  be  given  a  low  priority 
in  the  lease  revision  process,  this  process  could  be  used  to  notify  the 
holders  of  leases  subject  to  readjustment  in  late  1985  that  they  will 
then,  so  they  may  as  well  now,  become  expressly  subject  to  the  1976 
regulations.  We  defer  for  now  any  extensive  discussion  of  the  various 
classes  of  leases  that  could  be  made  subject  to  this  policy  and  the 
reasons  for  such  distinctions.  We  note  that  the  lease  assignment  option 
paper  (option  4A)  offers  lease  assignments  filed  for  approval  as  potential 
priority  cases  for  such  action. 

In  addition,  this  policy  could  be  carried  cut  as  the  express  goal  of  a 
lease  diligence  term  enforcement  effort  (option  IIIC) .  Under  this  option, 
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lease  term  enforcement  would  be  initiated  as  an  incentive  to  the  lessee 
to  agree  to  the  application  of  the  regulatory  requirements.  In  effect, 
the  possibility  of  breaching  the  lease  requirement  of  production  in  the 
next  lease  year  would  motivate  the  lessee  to  agree  to  the  application  of 
the  1976  regulations  and  defer  its  production  obligation  until  1986. 

This  policy  would  call  for  agreement  between  each  lessee  and  the  Department? 
the  amendment  of  the  lease  would  be  mutually  voluntary.  The  policy  thus 
calls  for  "follow-up"  suboptions  IIID-IIIF  on  how  to  deal  with  a  lease  the 
holder  of  which  does  not  wish  to  deal  with  the  Department  in  this  regard. 
With  option  HID  we  would  take  no  further  action  with  respect  to  the 
lease  after  the  failure  of  negotiations  to  amend  the  lease.  We  would 
revise  any  inconsistencies  in  lease  administration  (see  option  IB  above) 
and  would  enforce  the  1986  production  requirement  in  that  year.  Under 
option  HIE,  which  is  conceptually  related  to  option  IIIB,  the  Department 
would  leave  some  classes  of  leases  alone,  and  await  1986,  and  would  seek 
to  enforce  the  lease  terms  only  with  respect  to  those  classes  of  leases 
on  which  either  application  of  the  regulations  is  most  vulnerable  or  on 
which  the  lessees  regard  themselves  as  bound  by  enforceable  lease  terms, 
not  the  regulations.  Under  option  IIIF,  the  Department  would  aggressively 
administer  and  enforce  the  lease  diligence  terms  upon  failure  to  achieve 
modification  of  the  lease  to  incorporate  the  1976  regulatory  requirements. 
The  Department  would  treat  the  lessee' s  failure  to  consent  to  application 
of  the  regulations  as  the  lessee's  admission  that  the  lease  terms  are 
viable  and  enforceable  standards,  and  proceed  accordingly. 

Among  the  elements  of  a  negotiated  amendment  of  the  lease  to  incorporate 
the  regulatory  requirements  could  be  the  following: 

0  express  waiver  of  any  prior  violations  of 
the  lease  diligence  requirements. 

°  express  commitment  to  extend  the  period  for 
achieving  diligent  development  for  any  of  the 
five  years  authorized  for  special  development  projects. 

°  commitment  to  request  DOE  to  amend  the  regulations 
in  any  generalized  manner  that  appears  j  ustif ied 
in  a  class  of  cases  (for  instance,  to  provide  expressly 
that  leases  on  which  production  already  occurred  are 
fully  subject  to  the  1986  requirements,  and  are 
not  currently  under  a  continued  operation  obligation) . 

0  protection  of  the  lessee  until  the  next  lease 
readjustment  from  further  regulatory  diligence 
changes . 
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relief  from  existing  advance  royalty  obligations  by 
the  express  establishment  of  new  1986  diligent 
development  obligation  for  leases  currently 
subject  to  continued  operation  obligations  because 
of  earlier  diligent  development  by  investment  or 
production. 

These  elements  of  a  negotiated  amendment  of  the  lease  would  of  course  be 
available  on  a  case-by-case  basis  even  if  no  general  authorization  to 
make  such  agreements  in  negotiation  of  lease  revisions  is  granted.  The 
merits  of  these  potential  elements  of  an  agreed-upon  lease  revision  will 
be  more  fully  developed  if  this  option  is  selected.  They  are  listed 
here  to  show  the  potential  breadth  of  such  settlements,  and  their  potential 
use  in  clarifying  all  diligence-related  aspects  of  the  lease  relationship. 

a-  Administration  of  diligence.  Resistance  to  such  a  policy  would  be 
most  likely  to  come  from  lessees  like  Mobil  who  believe  that  both  the 
regulations  and  the  lease  terms  are  unenforceable,  and  from  lessees,  again 
like  Mobil,  whose  leases  are  not  subject  to  readjustment  until  the  late 
1980's  or  early  1990 's.  Holders  of  leases  that  will  be  subject  to 
readjustment  before  1986  may  agree  to  express  revision  quite  easily,  as 
may  lessees  who  have  assumed  since  1976  that  the  regulations  were  firm 
enforceable  requirements,  and  made  plans  on  that  basis. 


PRO: 


(IIIA)  This  policy  would  lead  toward  across-the- 
board  certainty  in  the  applicable  diligence  require- 
ments . 

(IIIB)  This  policy  would  work  toward  certainty  of 
requirements  on  those  classes  of  leases  on  which 
certainty  is  most  desirable. 

(All  three  suboptions)  The  ability  to  clear  each  lease 
of  past  violations  and  promise  appropriate  extension  of 
development  requirements  (suboptions  IIID-IIIF)  may 
result  in  commitments  toward  development  schedules  that 
will  aid  in  setting  leasing  targets  and  regional  impact 
thresholds . 

(All  three  suboptions)  Direct  dealings  with  lessees 
and  their  development  strategies  and  problems  should 
result  in  the  Department's  receiving  information  in- 
valuable in  setting  needs  for  program  leasing,  and  in 
regional  tract  selection  and  ranking. 
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ODN: 

°   (IIIA)  These  negotiations  might  require  a  reasonable 
commitment  of  Departmental  resources. 

°   (IIIC)  The  Department  may  be  perceived  as  simultaneously 
maintaining  two  inconsistent  sets  of  requirements — the 
lease  requirements  of  production  in  the  next  lease  year 
but  at  an  extremely  low  rate,  and  the  regulatory  require- 
ments of  no  production  until  1986  but  with  a  substantially 
higher  rate  of  production.  Lessees  may  not  be  motivated 
to  negotiate  without  the  possibility  of  lease  term 
enforcement  backing  up  the  Department's  position.  This 
alternative  is  available,  however,  not  only  through  IIIC, 
but  also  through  follow-up  options  HIE  and  IIIF. 

°   (all  three  options)  The  Department  may  be  perceived  as  trying 
to  take  advantage  of  confusion  it  created. 

b.  Enforcement  policy. 

PRO: 

0   (All  three  suboptions)  Each  revised  lease  will  present 
no  19871988  regulation  enforcement  problems  or  surprises. 

°   (IIIA  and  II IB)  There  will  be  no  cost  of  administering 
or  enforcing  lease  diligence  terms  before  lease  revision 
occurs . 

0   (follow-up  policies  HIE  and  IIIF)  Any  lessee  who  rejects 
lease  revision  will  most  likely  have  taken  the  position 
that,  the  regulations  are  unenforceable  because  the  lease 
is  governed  by  the  lease  provisions.  This  will  clarify 
subsequent  lease  term  administration  and  enforcement. 

0   (follow-up  policy  HID)  Temporary  inaction  would  give 
the  Department  the  opportunity  to  decide  what  if  any 
leasing  and  enforcement  policies  to  establish  for  tracts 
where  the  lessee,  because  of  the  size  or  configuration  of 
its  tract,  is  unlikely  to  develop  under  either  the  lease 
or  regulatory  requirements,  and  thus  opposes  clarification 
of  its  diligence  status. 


CON: 


(IIIB)  Depending  on  which  classes  of  leases  are  not 
revised,  the  enforcement  uncertainties  after  June  1, 
1986,  listed  under  option  I  will  fully  apply, 
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°  (follow-up  option  HID)  Without  any  sanction,  lessees 
may  be  reluctant  to  abandon  uncertainty  and  agree  to 
express  requirements.  The  1987-1988  enforcement  un- 
certainty would  remain. 

c«  Relation  to  DOE.  Successful  implementation  of  this  policy  would 
require  the  cooperation  of  DOE.  The  option  constitutes  an  affirmation 
of  the  development  policies  and  requirements  of  the  1976  regulations, 
but  it  also  recognizes  that  those  policies  are  better  served  by  assuring 
their  express  applicability  to  existing  leases,  rather  than  by  simply 
waiting  to  enforce  them,  or  by  immediately  enforcing  them,  as  revised  by 
DOE.  The  improperly  timed  publication  of  DOE  revisions  to  the  diligence 
regulations  could  largely  scuttle  any  such  process,  as  discussed  in 
option  II,  part  c. ,  above.  The  DOE  revisions,  if  properly  timed,  might 
aid  this  policy  in  either  of  two  ways:  the  effective  date  of  any  milestone 
requirments  could  be  set  to  allow  a  reasonable  time  for  the  completion 
of  the  Departmental  lease  revision  effort,  and  thus  serve  as  an  outside 
limit  on  how  long  a  lessee  could  delay  the  Department  in  hopes  of  getting 
extensions  to  the  1986  production  requirement;  or  the  requirements  could 
become  effective  on  a  staggered  schedule  that  takes  into  account  how 
promptly  a  lessee  agrees  to  revise  his  lease  to  conform  to  the  1986 
deadline. 

If  the  Department  seeks  to  enforce  the  lease  requirements  against  lessees 
who  maintain  that  the  1976  regulations  do  not  apply  to  them  (under  option 
IIIF),  DOE  regulations  that  do  not  exempt  these  and  like  cases  can  only 
factually  complicate  matters,  prevent  settlement  of  proceedings  brought 
by  the  Department,  and  hurt  the  equities  of  the  United  States  in  such  pro- 
ceedings. A  DOE  regulation  that  does  not  exempt  or  allow  this  Department 
to  defer  its  application  might  operate  as  follows. 

Assume  DOE's  milestone  requires  an  exploration  plan  by  June  1,  1980. 
Later  this  year,  after  negotiations  to  revise  the  lease  fail,  the  USGS 
supervisor  notifies  lessee  A  (who  once  produced)  that  he  will  not  accept 
advance  royalties  in  lieu  of  continued  operation  in  the  next  lease  year 
and  notifies  lessee  B  (who  never  produced)  that  he  is  in  default  of  his 
lease  production  obligation.  lessee  A  does  not  produce  during  that  lease 
year  (March  1,  1980  to  February  28,  1981)  and  is  notified  in  March  1981 
he  has  breached  his  lease  continued  operation  obligation.  In  the  subsequent 
cancellation  action  during  1981  the  lessee  cannot  consider  settling  the 
suit  by  agreeing  to  the  application  of  the  1976  regulations,  as  amended, 
since  he  would  already  have  violated  DOE's  milestones.  This  would~be~~ 
^oof,eVen  ^  he  Were  willinc?  to  Produce  or  attempt  to  produce  coal  by 
1986!  Similarly,  lessee  B,  after  appealing  the  notice  of  default  to  the 
Board  of  Land  Appeals  and  suing  to  review  its  determination  in  federal 
court,  might  have  offered  in  late  1980  to  cure  his  breach  by  producing 
coal  in  1986  except  that  he  would  already  be  in  violation  of  the  DOE 
milestone. 
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The  exercise  of  negotiating  with  the  lessees  may  also  raise  legitimate 
cases  in  which  the  broad-brush  applicability  of  the  1986  production 
requirement  may  work  hardship  on  non-speculative  holders  of  federal  coal 
leases.  While  some  of  these  problems  may  be  dealt  with  by  lease  suspensions 
under  section  39  of  the  Mineral  Leasing  Act  (in  the  interest  of  conservation, 
or  because  the  leases  cannot  be  successfully  operated  under  their  terms) , 
the  Department  must  have  as  an  option  the  ability  to  seek  revisions  of 
the  1976  regulations  that  would  require  revisions  of  the  milestones,  or 
at  minimum,  inclusion  of  a  Secretarial  authority  to  defer  them  at  least 
as  long  as  the  diligent  development  production  obligation  itself  may  be 
deferred. 

CONCLUSION 

The  discussion  of  the  lease  diligence  terms  discloses  that  the  assumptions 
on  which  the  1976  regulations  were  based  are  not  totally  free  from  doubt. 
While  the  lease  diligence  requirements  were  never  enforced,  they  may  be 
enforceable.  The  Department  should  clear  the  air  by  establishing  a 
policy  toward  these  uncertainties.  The  no  action  alternative  would  put 
the  Department  in  the  posture  of  awaiting  lessees'  suits  and  DOE  rulemaking 
until  the  massive  effort  of  post  1986  enforcement.  The  choice  between 
enforcing  lease  terms  or  assuring  the  regulations'  express  applicability 
is  the  choice  between  immediate  but  low  quantity  production  obligations 
and  deferred  but  substantial  production,  respectively,  and  the  choice 
between  the  resurrection  of  previously  unenforced  requirements  and  recom- 
mitment to  assuring  the  successful  implementation  of  the  1986  production 
requirements,  respectively.  The  Department's  recommendations  to  DOE 
should  be  designed  to  implement  the  chosen  policies,  and  DOE  should  be 
urged  only  to  issue  rules  that  will  facilitate  these  policies. 

DECISION 

Option  I — No  action 

A.  make  no  changes  at  all  

B.  only  make  changes  to  assure  consistent 
lease  administration  under  the  1976 

regulations  


Option  II — Enforce  lease  terms 

A.  across-the-board 

B.  selectively  (with  criteria  to  be 
determined ) 


177 


Option  III-  Negotiate  applicability  of  1976 
regulatory  requirements 

A.  across-the-board 

B.  selectively  (with  criteria  to  be 
determined) 

C.  in  conjunction  with  lease  term  diligence 
enforcement 

Follow-up  options  -if  lease  not  revised 

D.  no  further  action— await  1986  (I) 

E.  selective  enforcement  of  lease  terms  (IIB) 

F.  treat  all  unrevised  leases  under  lease 
terms  (IIA) 
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Issue  Paper  15 


SUMMARY  OF,  AND  RECOMMENDATIONS  IN,  THE 
COAL  DATA  TASK  FORCE  REPORT 

Throughout  the  development  of  the  Federal  coal  management 
program,  there  has  been  lively  discussion  of  the  adminis- 
trative feasibility  of  the  preferred  alternative,  specifi- 
cally with  respect  to  the  potential  data  needs  for  sound 
decisionmaking.   Particular  interest  focused  on  potential 
additional  data  needs,  and  costs,  of  unsuitability  criteria 
application.   Because  of  differing  internal  judgments 
concerning  the  extent  of  these  needs  and  costs,  at  the 
request  of  the  Under  Secretary,  a  task  force  was  formed 
to  examine  and  report  to  the  Office  of  Coal  Leasing, 
Planning,  and  Coordination  the  data  requirements  of  the 
preferred  program.   Participating  in  the  task  force  was 
staff  from  the  Office  of  Policy  Analysis,  which  chaired 
the  effort;  Bureau  of  Land  Management;  U.S.  Fish  and 
Wildlife  Service;  U.S.  Geological  Survey;  Office  of 
Surface  Mining;  Bureau  of  Reclamation;  Office  of 
Environmental  Project  Review;  Office  of  Minerals  Policy 
and  Research  Analysis;  Office  of  Coal  Leasing,  Planning 
and  Coordination;  and  the  Office  of  the  Secretary, 
Special  Assistant  to  the  Secretary,  Denver. 

The  analysis  was  conducted  on  the  basis  of  data  needed 
beyond  the  multiple  use  inventories  in  land  use  planning. 
The  task  force  focused  on  the  data  needed  to  apply 
unsuitability  criteria,  particularly  those  criteria  that 
require  extensive  field  work;  data  needed  to  analyze  key 
resources,  such  as  coal,  air  quality  and  hydrology;  and 
data  on  socio-economic  impacts. 

The  task  force  objectives  were: 

1.   to  establish  principles  and  guidelines  which  would 
assure  that  sufficient  data  are  collected  at  the  right 
time  and  place  to  support  sound  decisionmaking  and  would 
avoid,  to  the  greatest  extent  practicable,  collecting 
additional  data  of  an  intensive  nature  on  areas  which 


will  not  be  leased  for  coal  development—7 ;  and 


e  on 
nt-7  ; 


-  It  is  acknowledged  that  intensive  data  of  this  sort 

may  be  needed  for  these  lands  for  other  program  purposes 
and  even  for  land  use  planning.   These  questions, 
however,  were  beyond  the  scope  of  the  study. 
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2.   to  recommend  measures  for  achieving  effective 
coordination  of  data  planning,  collection  and  sharing 
among  various  bureaus  involved  in  the  coal  management 
program,  and  thereby  avoid  costly  duplication  of  effort. 

In  its  attempt  to  achieve  these  objectives,  the  Coal  Data 
Task  Force  study  was  divided  into  three  sections. 

Section  I  was  designed  to  help  achieve  the  first  objec- 
tive.  The  first  principle  which  should  be  followed  to 
achieve  efficiency  is  that  BLM,  while  diligently  applying 
all  the  unsuitability  criteria,  as  well  as  the  other 
steps  of  the  land  use  planning  process,  should  use,  to 
the  extent  possible,  existing  and  planned  multiple  use 
inventories,  as  well  as  new  small-scale  inventories  based 
principally  on  aerial  reconnaissance  and  photo-interpreta- 
tion. _  The  application  of  this  inventory  data  should  allow 
a  decision  on  unsuitability  for  much  of  the  areas  under 
consideration  in  the  land  use  plan.   Should  additional 
detailed  data  or  data  that  are  expensive  to  obtain  need 
to  be  collected,  however,  the  task  force  recommends  a 
strategy  of  staging  additional  data  collection  over  the 
three  major  decision  points  of  the  preferred  alternative. 
(These  are  land  use  planning,  tract  ranking  and  selection, 
and  the  lease  sale  decision.)   The  recommended  strategy 
focuses  on  the  competitive  leasing  process  and  will  not 
be  fully  applicable  until  that  process  reaches  a  mature 
state  because  of  fewer  opportunities  to  set  aside  potential 
tracts  for  additional  data  collection  and  analysis  until 
that  time. 

Cost  estimates  were  made  for  data  needed  to  support  the 
three  major  decision  points  for  each  key  data  category. 
These  estimates  show  that  the  incremental  cost  of  collect- 
ing data  for  coal  decisions,  if  collection  is  needed  at 
all,  would  be  relatively  low  if  a  staging  strategy  were 
followed.   These  rough  cost  estimates  were  based  on 
discussions  with  resource  experts  in  various  bureaus,  and 
not,  for  the  most  part,  on  actual  field  experience. 
Further  testing  of  the  recommended  staging  is  needed  to 
refine  these  estimates  and  make  adjustments  for  overhead 
support  costs  not  now  included.   For  these  reasons,  the 
cost  estimates  in  the  task  force  report  cannot  be  used  as 
cost  factors  for  budgetary  purposes. 

The  task  force  believes  that  the  staging  strategy  is  an 
efficient  means  of  collecting  additional  data  for  the 
unsuitability  criteria  because  it  reserves  the  application 
of  intensive  data  collection  techniques  until  the  activity 
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planning  stage  when  the  areas  under  serious  consideration 
for  coal  leasing  are  considerably  fewer  and  smaller; 
areas  examined  during  activity  planning  could  well  be 
one-tenth  the  size  of  areas  examined  in  the  land  use 
planning  stage.   It  also  has  the  great  advantage  of 
comporting  with  existing  manpower  constraints  and  other 
multiple  use  workload  constraints.   Finally,  by  focusing 
detailed  data  collection  and  analysis  on  a  much  narrower 
land  area,  the  ranking  and  selection  of  the  best  potential 
coal  tracts  should  be  facilitated. 

Section  II  of  the  study  addressed  the  second  major 
objective  of  the  task  force,  data  coordination  among 
bureaus  to  avoid  duplication  of  effort.   Because  actual 
field  experience  is  important  to  address  this  topic,  the 
task  force  decided  to  ask  for  the  recommendations  of  high 
level  field  personnel.   This  senior  level  field  effort 
was  led  by  the  Special  Assistant  to  the  Secretary  in 
Denver  through  his  Ad  Hoc  Field  Committee. 

In  response,  the  Ad  Hoc  Field  committee  developed  two 
key  recommendations: 

1.  that  a  clearinghouse  function  be  established  centered 
in  the  BLM  which  would  provide  a  point  of  contact  for 
easily  determining  early  in  a  decision  process 
whether  other  bureaus  already  possess  information  or 
data  needed  for  a  particular  decision,  before  a  new 
data  collection  effort  is  made;  and 

2.  that  a  field  coordination  committee  be  established 
which  would  meet  at  least  annually,  and  more  frequen- 
tly if  needed,  to  discuss  the  future  study  plans  of 
each  bureau  in  order  to  determine  opportunities  for 
coordination  and  to  avoid  duplication  of  effort 
before  budget  recommendations  are  sent  forward.   The 
proposed  field  committee  would  focus  not  only  on  coal 

but  on  all  energy  related  matters. 

i 

Section  III  of  the  task  force  study  addressed  the  question 
of  how  the  Department  might  improve  its  coal  reserve 
estimates  in  the  near  future  to  ensure  that  realistic 
regional  production  goals  and  targets  can  be'  established, 
based  on  as  accurate  a  data  base  as  possible.   The 
reserve  data  base  (developed  five  years  ago  by  the  Bureau 
of  Mines)  was  used  to  produce  regional  coal  production 
goals  by  the  Department  of  Energy.   It  has  been  criticized 
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widely  as  being  out  of  date  and  lacking  in  accuracy.   The 
task  force  suggests  a  procedure  to  pull  together  data  now 
existing  in  various  U.S.  Geological  Survey  (USGS)  programs 
and  enter  them  into  a  computer  program  recently  developed 
by  USGS  for  the  management  of  coal  data.   Through  this 
process  the  Department  would  rapidly  establish  better 
reserve  estimates  and  constantly  update  them  as  new 
resource  knowledge  becomes  available.   The  task  force 
suggests  that  USGS  be  asked  to  develop  alternative  means 
of  achieving  improved  reserve  data. 

Finally,  there  are  two  areas  outside  of  the  coal  management 
program  which  the  task  force  comments  on  because  of  its 
observations  of  the  interplay  of  those  two  areas  with 
that  program. 

First,  the  task  force's  observations  lead  it  to  believe 
that  BLM  would  gain  substantial  benefit  from  a  consistent 
and  comprehensive  coverage  of  all  planning  units  by  color 
infrared  aerial  photography.   BLM  is  moving  in  that 
direction  and  should  be  encouraged  to  continue. 

Second,  over  the  next  ten  years,  BLM  is  likely  to  invest 
hundreds  of  millions  of  dollars  in  resource  inventories 
in  accordance  with  the  Federal  Land  Policy  and  Management 
Act.   It  would  be  worthwhile,  in  the  view  of  the  task 
force,  to  examine  the  various  inventory  plans  and  deter- 
mine if  there  exist  opportunities  for  achieving  efficien- 
cies in  data  collection,  similar  to  what  the  task  force 
found  with  respect  to  coal  management.   The  task  force 
has  no  facts  or  evidence  that  such  efficiencies  can  be 
gained.   The  only  way  to  come  to  a  conclusion  such  as 
this  is  to  perform  and  compare  the  cost  calculations  for 
the  alternative  strategies.   Given  the  high  costs  of 
inventory  collection  over  the  next  decade,  it  would 
seem  to  be  worthwhile  to  perform  this  kind  of  cost- 
effective  analysis. 

« 

Finally,  the  task  force  recommends  that  the  same  analytic 
effort  should  be  applied  to  the  data  collection  programs 
of  the  Fish  and  Wildlife  Service  (FWS)  and  the  USGS. 

While  it  is  too  early  to  draw  any  recommendations  regarding 
the  data  needs  of  the  Office  of  Surface  Mining  Reclamation 
and  Enforcement  (OSM) ,  the  task  force  recommends  that  that 
agency  seek  out  data  interchanges  with  the  bureaus  involved 
in  the  Federal  coal  management  program. 
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Summary  of  Major  Recommendations 
Section  I 

1.  BLM  should  diligently  apply  the  unsuitability  criteria 
and  all  other  screening  steps  during  land  use  planning 
through  the  use  of  existing  and  planned  multiple  use 
resource  inventories. 

2.  If  additional  data  are  required,  all  possible  sources 
should  be  contacted  to  see  if  the  needed  data  already 
exist  or  will  be  available  from  such  sources  with 
reasonable  certainty  and  within  the  needed  time  frame. 
These  sources  include  Federal  agencies  within  and 
outside  Interior,  State  and  local  agencies,  industry, 
interest  groups,  universities,  local  residents,  and  the 
general  public.   (See  recommendation  number  15  in 
relationship  to  this  recommendation.) 

3.  If  land  use  planning  inventories  should  prove 
insufficient,  unsuitability  decisions  at  the  initial 
land  use  planning  stage  should  be  based  on  a  minimum 
level  of  new  inventory  data  needed  to  make  a 
decision  with  reasonable  certainty. 

4.  Should  additional  detailed  data  or  data  that  are 
expensive  to  obtain  need  to  be  collected,  the 
staging  strategy  should  be  adopted.   (Note:   The 
principles  stated  in  1  through  4  above  should  also  be 
applied  by  other  bureaus  which  collect  certain  data 
needed  by  BLM  to  make  its  coal  related  decisions.) 

5.  BLM,  FWS  and  USGS  should  field  test  this  strategy  over 
the  next  year,  and  present  a  report  of  their  respec- 
tive results  as  part  of  their  program  strategy  papers 
(budget)  in  May,  1980.   Recommendations  for  improving 
the  strategy  and  for  adjusting  the  cost  estimates 
should  also  be  made. 

6.  No  areas  should  be  assessed  as  unsuitable  unless 
there  is  reasonable  certainty  through  positive 
evidence  that  unsuitable  conditions  exist.   If  the 
confidence  level  of  unsuitability  assessment  is 
sufficiently  high  in  the  judgment  of  the  land  use 
planner,  no  further  data  need  be  collected. 
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7.  Areas  screened  for  unsuitability  which  do  not  yield 
sufficient  confidence,  in  the  judgment  of  the  land 
use  planner,  will  need  further  data  and  screening,  if 
they  are  chosen  for  delineation  and  ranking.   The 
land  use  planner  should  identify  those  acceptable 
areas  which  require  more  data  and  screening  and 
recommend  when  during  the  process  the  additional  data 
should  be  obtained.   Most  typically,  this  will  occur 
during  site  specific  analysis,  early  in  activity 
planning . 

8.  If  areas  which  have  been  chosen  for  tract  delineation 
do  not  receive  additional  data  and  screening  as 
recommended  by  the  land  use  planner,  and  a  decision 
is  not  made  on  their  unsuitability,  they  should 
generally  not  be  ranked  but  deferred  and  considered 
again  with  the  next  set  of  delineated  tracts  to  be 
ranked.   This  does  not  apply  to  the  criteria  for 
prime  farm  lands,  reclaimability ,  and  alluvial  valley 
floors. 

9.  It  is  recommended  that  the  regional  coal  team 
establish  priorities  among  the  areas  acceptable  for 
further  consideration  for  concentrating  coal  activity 
planning  efforts.   This  will  be  necessary  because  the 
acceptable  areas  will  probably  be  much  larger  than 
the  acreage  that  can  be  analyzed  properly  (assuming 
likely  manpower  constraints)  on  a  site  specific  basis 
for  ranking,  and  even  larger  than  the  probable  acreage 
needed  to  be  leased  to  meet  national  and  regional 
leasing  targets.   Such  priority  setting  would  be  based 
on  industry  expressions  of  interest,  land  use  planning 
priorities,  and  recommendations  from  the  USGS.   These 
priorities  will  guide  those  responsible  for  tract 
delineation  in  delineating  tracts  most  likely  to  meet 
leasing  targets  over  the  next  10  years. 

10.  When  the  leasing  program  begins  to  produce  large 
numbers  of  potential  tracts,  sufficient  time  (e.g., 
one  year)  should  be  built  into  the  activity  planning 
process  between  delineation  and  tract  selection  to 
allow  for  recommended  additional  data  gathering. 

11.  Similarly,  after  preliminary  ranking,  additional  time 
(e.g.,  two  or  three  months)  should  be  built  into  the 
process  to  allow  for  cumulative  impact  analysis  of 
alternative  tract  groupings. 
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12.  OSM's  regulations  should  be  amended  or  other  steps 
taken  with  respect  to  the  petition  process  for  unsuit- 
ability  determinations  of  Federal  lands.   Currently, 
the  regulations  would  require  BLM  to  verify  a  petition 
regarding  the  unsuitability  of  a  Federal  land  area 
within  a  10-month  period,  regardless  of  whether  such 
area  is  under  consideration  for  coal  leasing  in  the 
near  future.   Because  of  the  potential  workload 
involved  in  verifying  a  petition,  BLM  should 

be  permitted  to  defer  the  verification  of  a  petition 
until  the  area  is  scheduled  for  application  of 
unsuitability  criteria  and  coal  activity  planning. 

13.  BLM,  FWS,  and  USGS  should  examine  their  other  data 
collection  programs  to  determine  if  opportunities 
exist  for  achieving  efficiencies  similar  to  the 
recommendations  made  above  with  respect  to 
incremental  coal  data  needs. 

Section  II 

14.  BLM,  as  the  lead  agency  in  the  coal  management 
program,  should  establish  a  coal  data  clearinghouse 
mechanism,  preferably  in  the  Denver  area.   The  EMRIA 
program  staff  might  be  a  proper  location  for  this 
function  because  of  their  already  existing  coal 
coordination  function.   Initially,  this  should  be  a 
relatively  simple  operation  (e.g.,  1/2  person  year 
effort)  with  the  objective  of  providing  prompt 
information  to  officials  needing  additional  coal 
related  data.   It  would  inform  all  users  whether 
others  have  already  collected  possibly  useful  data. 
The  clearinghouse  officials  should  make  contacts  with 
other  bureaus  or  agencies  upon  request  for  acquiring 
specific  data.   It  should  inform  the  requestors  of 
persons  in  other  bureaus  who  can  be  contacted  directly. 
To  work  effectively,  officials  needing  coal  related 
data  should  be  required  to  contact  the  clearinghouse 
after  local  sources  are  checked  (e.g.,  universitites, 
industry,  local  residents)  and  before  data  collection 
is  initiated. 

15.  The  coal  data  clearinghouse  effort  should  be  directed 
primarily  to  data  needs  during  land  use  planning. 
Through  such  an  effort,  any  additionally  needed  data, 
if  available  from  others,  would  help  make  unsuitability 
decisions  possible  at  the  land  use  planning  stage. 

When  the  needed  data  are  not  available  from  others,  they 
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could  be  collected  during  land  use  planning  if  they 
were  not  complex  and  expensive  in  nature.   If, 
however,  the  needed  data  were  complex  or  expensive, 
then  such  information  would  be  useful  to  the  regional 
coal  teams  which  will  make  decisions  with  respect  to 
activity  planning  -data  collection.   The  regional  coal 
teams  would  have  responsibility  for  data  coordination 
during  activity  planning,  although  nothing  should  bar 
the  teams  from  asking  assistance  from  the  clearinghouse. 

16.  BLM  should  prepare  a  plan  for  the  clearinghouse  mechanism 
and  propose  Departmental  Manual  language  which,  for 
example,  might  require  Departmental  coal  data  seekers 

to  work  through  the  clearinghouse  at  the  land  use 
planning  stage. 

17.  An  energy  coordination  committee  should  be  established, 
possibly  chaired  by  a  Special  Assistant  to  the 
Secretary  located  in  the  coal  region,  to  assure 
coordination  of  longer  range  studies  and  related  data 
among  bureaus.   This  coordination  should  extend  to 

all  energy  related  projects  and  programs.   The 
committee  should  meet  at  least  once  annually  to 
review  members'  plans  for  such  studies  and  related 
data  collection  for  the  next  three  fiscal  years. 

18.  The  primary  focus  of  the  energy  coordination  committee 
should  be  on  coordination  of  longer  range  study 
efforts  related  to  energy.   The  coal  data  clearinghouse 
would  have  responsibility  for  coordinating  data 
during  land  use  planning,  and  regional  coal  teams 
would  have  coordination  responsibility  during  activity 
planning.   The  energy  coordination  committee 

would,  therefore,  fill  the  need  to  coordinate  broader 
and  longer  range  study  efforts  which  the  Federal 
coal  management  program  does  not  address. 

19.  Membership  on  the  energy  coordination  committee 
should  include  the  following  bureaus  and  offices: 
BLM,  USGS,  FWS,  OSM,  NPS ,  HCRS ,  Reclamation,  Mines 
and  BIA,  with  representation  from  the  Office  of  the 
Secretary,  Washington.   Membership  consideration 
should  also  be  given  to  agencies  outside  of  Interior, 
either  on  a  permanent  or  as  needed  basis. 
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20.  The  principal  duty  of  the  energy  coordination 
committee  would  be  to  examine  long  range  study  plans 
and  related  data  collection  efforts  of  its  members, 
and  identify  potential  coordination  opportunities  or 
overlap  problems.   It  would  then  analyze  alternative 
proposals  or  solutions  and  make  recommendations  which 
would  be  transmitted  to  the  bureau  heads  and  Assistant 
Secretaries  for  consideration. 

21.  The  Special  Assistant  to  the  Secretary  and  his  Ad  Hoc 
Committee  should  draft  an  energy  coordination  committee 
charter  to  implement  the  above  recommendations  and 
transmit  it  for  concurrence  by  the  affected  bureaus 
and  Assistant  Secretaries. 

Section  III 

22.  USGS  should  enter  coal  resource  data  on  existing 
CRO/CDP  maps  into  their  National  Coal  Resource  Data 
System  plus  other  relevant  data  (e.g.,  proprietary 
and  non-Federal  data)  to  reconstruct  the  Bureau  of 
Mines  coal  reserve  data  base.   USGS  should  be  encour- 
aged to  propose  an  expeditious  schedule  of  its  own 
for  accomplishing  this  task  over  the  next  year. 

Decision: 

In  the  decision  table,  the  Secretary  is  being  asked  to 
consider  signing  the  following  statement. 

I  have  reviewed  the  proposals  and  recommen- 
dations of  the  coal  data  task  force.   These 
proposals  and  recommendations  are  remanded 
to  the  appropriate  Offices  and  Bureaus  for 
field  testing,  more  detailed  development,  and 
implementation. 


Secretary 

I  desire  to  personally  review  proposed 
implementation  actions  resulting  from  the 
following  recommendation (s) : 
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Issue  Paper  16 


USE  OF  EXISTING  LAND  USE 
PLANS  DURING  PROGRAM  START-UP 

Should  the  Secretary  determine  a  need  for  leasing  in 
considering  volume  II  of  this  Secretarial  Issue  Document  or 
render  a  similar  decision  any  time  before  1984,  the  land  use 
planning  and  activity  planning  which  would  be  conducted 
preparatory  to  leasing  would  not  be  identical  to  that  which 
would  occur  under  a  mature  coal  management  program.   A  frank 
discussion  of  the  differences  in  the  procedures  was  included 
in  the  "Special  Start-up  Considerations,"  section  in  the 
final  programmatic  environmental  impact  statement. 

The  most  significant  difference  in  the  procedures  concerns 
the  land  use  planning  process.   The  first  new  BLM  land  use 
plans  (resource  management  plans)  in  full  compliance  with 
the  Federal  Land  Policy  and  Management  Act  of  1976  (and  the 
final  planning  regulations  to  be  published  within  the 
month)  will  not  be  ready  until  1984  or  1985.   Until 
that  time,  existing  land  use  plans  (management  framework 
plans)  would  be  relied  on  to  serve  as  the  basis  for  coal 
management  decisionmaking.   The  BLM  would  alter  the 
management  framework  plans  only  by  applying  unsuitability 
criteria  and  consulting  surface  owners  and  publishing  the 
application  and  consultation  results  in  supplements  to 
those  plans. 

Environmentalists  have  voiced  deep  concern  about  continued 
dependence  on  management  framework  plans  for  coal  management. 
They  believe  that  many  of  these  existing  land  use  plans  are 
based  on  inadequate  inventory  data;  did  not  include 
sufficiently  vigorous,  interdisciplinary  analysis;  provided 
inadequate  public  participation  opportunities;  and,  in  some 
cases,  favored  coal  development  contrary  to  the  multiple  use 
principle.   They  do  not  believe  the  limited  application  of 
unsuitability  criteria  and  the  consultation  with  surface 
owners  are  sufficient  to  remedy  the  plans"  defects.   The 
environmentalists  also  are  concerned  about  the  timing  of 
preparation  of  the  resource  management  plans.   They  recognize 
that  the  Bureau  of  Land  Management  is  under  mandates  set  by 
the  Congress  and  the  courts  to  complete  new  planning  for 
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wilderness  and  grazing  within  specified  time  frames. 
They  worry  that,  if  the  BLM  can  continue  to  use  existing 
land  use  plans  for  coal  leasing,  there  will  be  incentive 
for  the  agency  to  concentrate  on  land  use  planning  in 
wilderness  and  grazing  areas  and  postpone  indefinitely 
the  preparation  of  new  plans  in  coal  areas. 

Industry  and  the  States  are  also  concerned  about  the 
existing  plans;  they  worry  whether  the  management  frame- 
work plans  can  withstand  judicial  challenge  by  the  environ- 
mentalists. 

Two  policies  which  the  Secretary  might  adopt  could  assuage 
the  concerns  of  all  parties. 

(1)  The  BLM  could  be  instructed  in  the  coal  management 
regulations  to  conduct  activity  planning  for  coal  only  in 
areas  covered  by  new  land  use  plans  after  1984.   Under  the 
present  planning  schedule,  this  mandate  could  be  met  without 
any  interruption  in  activity  planning.   It  would,  however, 
evidence  a  commitment  by  the  Bureau  to  develop  resource 
management  plans  in  coal  areas  in  a  timely  manner.   It 
would  not  irrevocably  bind  the  Bureau  in  that  the  date 
could  be  altered  by  new  rulemaking.   However,  to  do  so 
would  be  a  very  public  and  embarrassing  admission  of 
schedule  slippage  and  failure  to  meet  critical  commitments; 
accordingly,  the  regulation  would  serve  as  a  strong 
incentive  for  expeditious  completion  of  sufficient  new 
plans  by  1985  to  permit  continuous  coal  activity  planning. 

(2)  In  addition  to  preparation  of  supplements  to  management 
framework  plans  to  cover  unsuitability  criteria  application 
and  surface  owner  consultation,  the  BLM  could  be  required  to 
also  review  the  plans  themselves  to  determine  whether  they 
are  adequate  to  serve  as  bases  for  coal  leasing  decisions. 
The  EMARS  regulations  require  that  existing,  as  well  as  new 
plans,  meet  all  the  requirements  of  section  202  of  the 
Federal  Land  Policy  and  Management  Act.   This  requirement  is 
impossible  to  meet  as  certain  of  the  section  202  requirements 
(e.g.,  give  priority  to  the  designation  and  protection  of 
areas  of  critical  environmental  concern)  were  new  mandates, 
and,  thus,  could  not  have  been  met  in  plans  prepared  before 
the  Act's  enactment.   On  the  other  hand,  the  new  proposed 
coal  management  regulations  published  on  March  19th,  do  not 
contain  any  criteria  for  the  review  of  existing  land  use 
plans.   The  BLM  could  be  instructed  in  the  coal  management 
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regulations  to  review  management  framework  plans,  as 
supplemented,  in  accordance  with  a  set  of  criteria  to 
determine  their  adequacy  as  a  basis  for  coal  activity 
planning.   An  example  (but  decidedly  not  a  final)  list  of 
the  criteria  might  be  as  follows.   The  plans  must  have: 

(a)  considered  a  range  of  present  and  potential  resource 
values  and  uses  in  accordance  with  the  principles  of  multiple 
use  and  sustained  yield; 

(b)  employed  all  necessary  professional  disciplines  in 
the  analysis  of  resource  development  proposals,  including 
consideration  of  social,  economic,  environmental,  and  institu- 
tional impacts; 

(c)  identified  critical  environmental  areas; 

(d)  reflected  available,  relevant  data,  and  must 
contain  a  level  of  analysis,  commensurate  with 
anticipated  conflicts  in  values  and  potential  uses  and 
with  likely  levels  and  impacts  of  such  uses; 

(e)  developed  and  analyzed  alternative  proposals  for 
multiple  resource  development  and  use; 

(f)  determined  the  significance  of  values  that  would  be 
affected  by  proposed  actions  in  terms  of  local,  regional, 
and  national  prespectives; 

(g)  been  coordinated  with  local,  State,  and  Federal  levels 
of  government  throughout  the  planning  process;  and 

(h)  involved  the  public  in  the  development  and  analysis  of 
planning  proposals. 

Decisions 

(1)   After  1984  coal  activity  planning  will  not  be  initiated 
on  any  BLM  lands  subject  to  BLM  land  use  plans  unless  those 
lands  are  covered  by  a  resource  management  plan. 

Approve 


Approve 
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(2)   Management  framework  plans,  as  supplemented,  will  be 
reviewed  in  accordance  with  criteria  placed  in  the  coal 
management  regulations  to  determine  the  plans'  adequacy  to 
serve  on  basis  for  coal  activity  planning  until  1985. 

Approve 


Approve 
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SECRETARIAL   ISSUE  DOCUMENT 
FEDERAL  COAL  MANAGEMENT  PROGRAM 


VOLUME   II 

NEED  FOR  LEASING 

PROGRAM  IMPLEMENTATION 


This  volume  of  the  Secretarial  Issue  Document  on  the  Federal  coal 
management  program  should  be  considered  by  the  Secretary  only 
after  he  has  completed  consideration  of,  and  reached  the  decisions 
presented  to  him  in,  Volume  I.  Volume  I  sets  out  the  issues  re- 
lating to  the  need  for,  and  design  of,  a  new  coal  management  program. 
This  volume  provides  the  basis  for  determining  whether  to  begin  early 
competitive  lease  sales  under  the  program  which  the  Secretary  selects 
by  his  decisions  in  Volume  I. 

This  volume  is  divided  into  three  sections.  The  middle  section  is 
the  text  of  this  portion  of  the  Secretarial  Issue  Document.  As  the 
text  is  lengthy,  placed  before  it  is  an  executive  summary.  The  final 
section  contains  a  report  by  the  Department  of  Energy  which  describes 
the  coal  production  projections  provided  by  that  Department  for  use 
in  this  volume  and  the  assumptions  employed  in  preparing  those  pro- 
jections . 


SECRETARIAL  ISSUE  DOCUMENT 
FEDERAL  COAL  MANAGEMENT  PROGRAM 
VOLUME  II 

NEED  FOR  LEASING;  PROGRAM  IMPLEMENTATION 

EXECUTIVE  SUMMARY 

This  volume  of  the  Secretarial  Issue  Document  is  based  on  the  assumption 
that,  in  considering  Volume  I,  the  Secretary  will  decide  to  establish 
a  new  Federal  coal  management  program  which  contains  a  competitive 
leasing  component.  If  that  decision  is  reached,  the  first  decision 
under  the  new  program  will  concern  the  options  for  possible  early  Federal 
coal  lease  sales.  Should  the  Secretary  choose  not  to  establish  such 
a  program,  the  issues  described  in  this  document  would  become  moot, 
and  should  not  be  considered  further.  (For  the  purpose  of  reducing 
the  length  and  complexity  of  this  document,  the  text  will  refer 
to  the  procedures  proposed  in  the  preferred  program.  Should  different 
procedures  be  chosen,  minor  changes  in  any  leasing  schedule  the  Secretary 
selects  might  be  necessary,  but  the  analytical  base  for  the  decisions 
would  not  be  significantly  affected.) 

The  Department's  new  coal  management  program  includes  separate  components 
for  new  competitive  coal  leasing,  processing  of  preference  right  lease 
applications  (PRLAs) ,  processing  of  exchanges,  management  of  previously 
issued  leases  and  other  features  of  the  overall  management  of  the  Federal 
coal  resource.  Under  the  new  competitive  leasing  component  of  the 
program,  there  are  a  number  of  key  elements:  formulation  of  regional 
production  goals  and  leasing  targets,  application  of  unsuitability 
criteria,  resolution  of  multiple  use  conflicts,  tract  ranking  and  selection, 
and  holding  of  lease  sales.   It  will  not  be  possible  to  carry  out  in 
full  the  procedures  in  each  of  these  elements  until  1984  in  the  majority 
of  potential  coal  sale  areas  and  1986  in  some  areas.  The  question  is  raised, 
therefore,  as  to  the  conduct  of  new  competitive  leasing  during 
the  transitional  period  until  the  new  coal  management  program  is  fully 
operational.  This  Secretarial  issue  document  examines  whether  it  would 
oe  desirable  to  hold  early  Federal  coal  lease  sales  and,  if  so,  what 
type  of  sales  and  at  what  levels  of  Federal  leasing.  The  earliest  time 
that  competitive  coal  lease  sales  could  be  held  and  meet  all  statutory 
requirements  and  most  of  the  procedures  in  the  new  coal  program  would 
be  early  1981. 


The  Secretary's  decision  on  whether  to  hold  early  1981  Federal  coal 

lease  sales  depends  in  part  on  the  urgency  of  new  Federal  leasing. 

At  present  there  is  substantial  excess  capacity  —  from  100  to  150  million 

tons  —  in  the  U.S.. coal  industry,  suggesting  that  there  may  not  be  a 

great  need  for  immediate  new  Feaeral  leasing,  production  from  new 

Federal  leases,  however,  is  not  likely  to  occur  until  4  to  10  years 

after  lease  issuance.  The  current  excess  capacity  of  the  coal  industry 

is  not  necessarily  a  good  indicator  of  the  state  of  the  industry 

4  to  10  years  in  the  future.  The  principal  text  of  this 

volume  includes  an  examination  of  current  projections  of  future 

western  coal  production,  reports  of  already  planned  and  otherwise  likely 

production,  and  the  implications  for  the  urgency  of  new  Federal  coal 

leasing.  There  appears  to  be  a  definite  need  for  significant  new  Federal 

leasing  at  some  time  during  the  1981  to  1985  period.  It  is  not  as  certain, 

however,  precisely  when  during  this  period  new  leasing  must  occur. 

The  Secretary's  decision  on  early  Feaeral  lease  sales  will  also  depend 
on  the  difficulties  of  holding  such  sales.  For  early  sales  there 
will  not  oe  time  to  carry  out  the  procedures  in  the  memorandum  of 
understanding  between  the  Department  of  the  interior  and  Department  of 
Energy  (DOE)  for  formulating  regional  production  goals.  Currently 
available  DOE  projections  of  coal  production  would  have  to  be  used 
as  a  substitute  for  production  goals  in  the  development  of  Federal 
leasing  targets  for  early  1981  lease  sales.  Available  land  use  plans 
of  the  Bureau  of  Land  Management  (BLM)  would  have  to  be  supplemented 
rather  than  completely  revised  in  accordance  with  new  planning 
regulations  under  the  Federal  Land  Policy  and  Management  Act  of  1976, 
and  the  unsuitability  criteria  would  most  often  be  applied  to  specific 
areas  rather  than  throughout  the  planning  unit.  The  principal  text 
of  this  volume  also  examines  in  more  detail  the  mechanical  and  information 
problems  in  holding  early  Federal  lease  sales. 

Three  basic  early  sale  options  are  available  to  the  Secretary. 
A  first  option  is  to  decide  at  this  time  that  Federal  coal  lease  sales 
are  not  required  in  early  1981,  that  the  problems  of  such "sales 
outweigh  the  gains,  and  that  no  preparations  for  such  early  sales  should 
be  made.  This  option  would  amount  to  a  decision  at  this  time  to  delay 
Federal  coal  leasing  at  least  for  about  one  year  to  early  1982  —  except 
for  noncompetitive  (PRLA)  and  emergency  leasing.  A  second  option  is 
to  decide  to  undertake  preparations,  such  as  writing  regional  lease 
sale  EISs,  that  would  be  necessary  to  hold  early  sales,  but  not  to 


establish  Federal  leasing  targets  for  these  sales.  Without  specifying 
targets,  the  Secretary  thus  would  not  provide  guidance  on  the  number 
of  tracts  to  be  included  in  the  preferred  alternative  in  the  regional 
lease  sale  EISs  to  be  prepared  under  this  option.  Even  if  no  sale  were 
held,  under  the  second  option,  the  potential  lease  tracts  identified 
and  analyzed  could  be  used  for  exchange  if  needed  for  that  purpose. 
There  are  presently  a  number  of  possible  exchanges  that  the  Department 
may  need  to  consider  closely.  Under  legislation  enacted  October  30, 
1978,  the  Department  was  granted  the  authority  to  study  and  possibly 
make  several  exchanges  in  Utah  and  Wyoming.  Section  510(b)(5)  of  the 
Surface  Mining  Control  and  Reclamation  Act  authorizes  exchanges  for 
Federal  leases  and  private  coal  located  in  alluvial  valleys  and  for 
which  substantial  legal  and  financial  commitments  had  been  made  prior 
to  January  1,  1977. 

A  third  option  is  to  undertake  the  preparations  necessary  for  early 
lease  sales  and  also  to  set  Federal  coal  leasing  targets  for  these 
sales.  These  leasing  targets  would  provide  Secretarial  guidance  in 
determining  the  number  of  tracts  to  be  included  in  the  preferred  sale 
alternative  for  the  regional  lease  sale  EISs.  Under  the  third  option, 
the  Secretary  could  still  decide  later,  when  reviewing  regional  lease 
sale  EISs,  not  to  hold  the  lease  sales,  or  to  lease  a  different  amount 
of  coal,  but  he  would  have  to  do  this  by  selecting  an  alternative  lease 
sale  schedule  with  a  different  leasing  level  than  he  had  initially 
suggested  in  his  leasing  targets.  A  variety  of  suboptions  to  the 
third  option  are  presented  below  involving  the  selection  of  different 
leasing  targets  for  early  1981  lease  sales. 

Under  the  current  state  of  land  use  planning  and  data  availability, 

early  1981  lease  sales  are  being  considered  only  in  four  regions  — 

the  Powder  River,  Green  River-Hams  Fork,  Uinta-Southwestern  Utah, 

and  Alabama  regions.  In  the  Alabama  region  the  only  relevant  options 

are  the  first  and  second  options.  Federal  coal  is  such  a  small  share 

of  Alabama  coal  (around  3  percent)  that  it  would  not  make  sense  to  calculate 

production  goals  for  Alabama  and  then  the  desired  contribution  of _ 

Federal  coal  production  in  meeting  those  goals.  Federal  leasing  in 

•Alabama  will  be  undertaken  to  meet  site-specific  requirements. 


If  the  Secretary  decides  to  select  leasing  targets,  appropriate  1981 
targets  will  largely  reflect  determinations  concerning  four  key 
questions:  (1)  how  far  in  the  future  must  1981  Federal  leasing  assist 
in  meeting  production  needs,  (2)  what  is  the  likely  excess  capacity 
of  producing  mines  in  1986,  after  which  existing  Federal  leases  not 
in  producing  mines  will  presumably  be  cancelled,  (3)  should  low, 
medium  (most  likely)  or  high  production  projections  be  used  as  the  basis 
for  target _ setting ,  and  (4)  should  the  amount  of  Federal  reserves 
leased  be  increased  above  the  minimum  estimated  requirement  to  create 
greater  flexibility  in  meeting  this  requirement.  An  additional 
overriding  issue,  partly  of  principle  and  partly  of  practical 
consequences,  is  the  desirability  of  leasing  before  all  the  steps 
of  the  preferred  coal  management  program  can  be  implemented  on  a 
normal  timeframe. 

The  minimum  feasible  time  from  lease  issuance  to  actual  mine  production 
appears  to  be  4  years.  If  a  4  year  time  interval  is  accepted  as  the 
basis  for  selecting  a  leasing  target,  1981  Federal  leasing  need  only 
seek  to  provide  a  Federal  share  of  production  required  in  1985.  As 
the  estimate  of  the  time  interval  between  leasing  and  actual  production 
is  raised,  1981  leasing  must  aim  at  more  distant  years.  A  6  to  7  year 
interval  from  leasing  to  production  requires  1981  leasing  to  help 
provide  a  Federal  share  of  production  requirements  in  1987  to  1988 
A  9  to  10  year  interval  requires  1981  Federal  leasing  for  production 
requirements  through  1990.  Ten  years  is  the  maximum  time  period 
for  putting  a  mine  into  production  after  lease  issuance  that  is 
permitted  by  the  diligence  provisions  of  the  Federal  Coal  Leasinq 
Amendments  Act  of  1976. 

A  second  important  issue  in  selecting  a  1981  leasing  target .is  the 
extent  of  excess  coal  production  capacity  in  1986  in  Federal  coal 
regions,  in  several  regions  production  currently  planned  for  1985 
is  substantially  greater  than  the  DOE  production  level  projected  for 
1986.  Moreover,  the  Geological  Survey  predicts  some  additional  likely 
production  by  1986  from  Federal  leases  not  yet  in  planned  mines. 
Hence,  if  all  currently  planned  and  likely  mines  are  put  into 
operation,  there  will  then  be  substantial  excess  capacity  in  1986 
in  these  regions,  which  would  be  available  to  meet  production  require- 
ments in  later  years.  Such  excess  capacity  would  diminish  the  need 
for  new  Federal  leasing  in  1981.  On  the  other  hand,  some  currently 
planned  mines  might  be  abandoned  altogether  in  the  face  of  insufficient 
total  coal  demand.  The  remaining  producing  mines  could  then  operate 
at  or  near  full  planned  production,  leaving  little  excess  capacity 
available  for  future  years.  For  mine  plans  that  are  abandoned,  it  is 
assumed  that  Federal  leases  included  in  these  plans  would  be  cancelled 
in  1986,  and  thus  the  mine  plans  could  not  be  revived  as  demand  grew 
after  1986.   In  fact,  given  the  unavoidable  time  between  plan  completion 
and  production,  1983  would  be  about  the  latest  that  a  plan  for  a  new 
mine  including  an  existing  Federal  lease  could  be  prepared. 


A  third  key  issue  in  selecting  1981  leasing  targets  is  whether  the 
targets  should  be  based  on  DOE  low,  medium  (most  likely)  or  high  coal 
production  projections.  A  determination  on  this  issue  reflects  an 
assessment  of  the  costs  of  leasing  too  little  Federal  coal  versus  too 
much  Federal  coal  in  1981.  Mistakes  of  leasing  too  much  coal  could  be 
corrected  by  later  reductions  in  the  number  of  Federal  coal  lease  sales. 
The  adjustments  to  insufficient  1981  leasing  would  largely  take  the 
form  of  production  shifts  from  lower  cost  Federal  to  higher  cost 
non-Federal  sources,  both  within  a  region  and  interregionally.  In 
describing  the  options  below,  the  leasing  targets  that  would  result 
under  low,  medium  or  high  projections  are  all  shown. 

Considering  the  above  three  issues,  a  numerical  estimate  can  be  formed 
of  the  amount  of  Federal  coal  that  should  be  leased  to  provide  the 
Federal  share  of  future  coal  production  requirements.   It  might  be 
desired  to  provide  some  additional  flexibility  by  leasing  somewhat 
more  tracts  than  the  minimum  required.  This  would  also  promote 
greater  competition  in  the  coal  industry  and  give  the  industry  some 
role  in  final  tract  selection.  On  the  other  hand,  leasing  somewhat 
more  tracts  than  are  required  would  involve  extra  administrative  costs 
to  the  government  in  delineating,  analyzing,  ranking,  and  offering 
for  sale  these  tracts.  Greater  uncertainty  would  be  created  about 
the  amount  and  location  of  future  coal  development,  making  State  and 
local  planning  more  complicated.  Federal  control  over  coal  development 
patterns  would  be  less  precise.  Under  pressure  of  diligence  requirements, 
excessive  leasing  could" be  disruptive  to  coal  markets,  causing  some 
companies  to  enter  into  premature  production,  and  might  involve 
significant  administrative  costs  in  cancelling  leases  failing  to  meet 
these  requirements. 

The  options  for  Federal  leasing  targets  identified  below  cover  all 
types  of  new  Federal  leases.  A  given  leasing  target  thus  could  be 
achieved  through  issuance  of  preference  right  leases,  issuance  of  new 
leases  through  exchange  (to  the  extent  that  this  represents  a  net 
addition  to  production  potential),  ordinary  competitive  leasing 
or  any  combination  of  the  above.  The  determination  of  the  need  for 
new  competitive  leasing  would  be  made  as  part  of  lease  sale-  planning 
at  the  regional  level,  taking  account  of  the  schedule  for  processing 
PRLAs  and  exchanges,  the  economic  and  environmental  desirability  of 
PRIA  sites  and  other  considerations. 


There  are  four  basic  reasons  why  leasing  of  Federal  coal  may  be  required. 

—  to  give  the  Nation  greater  assurance  of  being  able  to  meet  its 
national  energy  objectives;' 

—  to  promote  a  more  desirable  pattern  of  coal  development,  it 
may  be  possible  to  lower  overall  production  costs  and  reduce  the  adverse 
environmental  impacts  resulting  from  coal  mining  by  altering  coal 
development  patterns; 

—  to  obtain  significant  legal  and  administrative  advantages  for 
the  Department  of  the  Interior; 

—  and  to  improve- the  state  of  competition  in  the  western  coal 
industry. 

The  formulation  of  lease  sale  targets  addresses  mainly  the  first  of  these 
four  reasons  for  leasing.  Even  if  no  further  Federal  coal  leasing  appears 
to  be  required  to  sustain  the  projected  level  of  future  coal  production, 
Federal  leasing  could  still  be  undertaken  for  other  reasons.  New  Federal 
lease  sites  could  be  superior  economically  and/or  environmentally  to 
currently  planned  mines  sites  that  would  otherwise  be  developed.  For 
example,  if  an  existing  operation  requires  newly  leased  Federal  coal, 
it  may  well  be  preferable  to  make  this  coal  available  through  new  Federal 
leasing  than  to  cause  production  to  move  elsewhere  to  a  new  mine  site. 
Another  example  would  be  a  potential  new  Federal  lease  site  with  better 
access  to  transportation  routes  than  already  planned  mines.  There  may 
also  be  needs  for  metallurgical,  low  sulfur,  or  other  special  coal 
types  that  are  not  met  by  currently  planned  mines  but  are  available 
at  new  Federal  lease  sites.  Federal  leasing  will  almost  certainly 
be  needed  to  accomplish  statutorily  permitted  lease  exchanges.  Federal 
leasing  may  also  be  required  to  ensure  adequate  competition  and  low 
coal  prices  in  western  coal  markets.  The  Justice  Department  has 
recommended  resumed  leasing  to  improve  the  state  of  competition  in 
western  coal  markets.  Hence,  a  zero  or  low  regional  leasing  target 
does  not  necessarily  mean  that  no  Federal  leasing  is  needed  in  a  region. 

The  detailed  knowledge  of  regional  circumstances  required  'to  analyze 
these  questions  is  not  found  at  the  national  level.  These  subjects 
must  be  analyzed  and  discussed  by  the  regional  coal  teams  as  part 
of  the  preparation  of  the  regional  lease  sale  EISs.  New  competitive 
leasing  proposals  based  on  such  considerations  would  be  covered  in  ' 
the  EISs. 


Option  1  —  No  Early  1981  Lease  Sales 

Under  this  option,  no  lease  sales  would  be  held  in  early  1981,  other 
than  for  emergency  purposes.  It  would  be  concluded  that,  because  there 
was  not  time  to  execute  fully  the  memorandum  of  understanding  between 
DOI  and  DOE  concerning  development  of  production  goals,  because  of 
the  many  uncertainties  about  projections  of  future  coal  production 
and  planned  production,  and  because  of  the  difficulties  generally  in 
preparing  for  early  1981  lease  sales,  these  sales  should  not  be  held. 
The  effect  of  this  option  would  be  to  defer  lease  sales  at  least  until 
early  1982. 

Option  2  —  Make  Necessary  Preparations  for  Early  1981  Lease  Sales,  But 
Do  Not  Adopt  Leasing  Targets 

Under  this  option,  the  preparations  necessary  for  early  1981  lease 

sales  would  be  undertaken  —  in  particular  the  delineation  and  ranking 

of  tracts  and  the  preparation  of  regional  lease  sale  environmental 

impact  statements.  However,  no  leasing  targets  would  be  given  the  regional 

coal  teams  as  guidance  in  developing  the  preferred  alternative  for 

each  of  the  regional  EISs.  If  DOE  production  goals  later  become  available 

and  leasing  targets  based  on  them  could  be  developed  in  time  for  use 

in  the  EISs,  such  use  would  be  made.  Under  this  option,  even  if  no 

competitive  lease  sales  were  held  in  early  1981,  the  Secretary  could 

still  decide  to  award  some  new  leases  through  statutorily  permitted 

lease  exchanges. 

Option  3A  —  Hold  Early  1981  Lease  Sales  and  Set  Leasing  Targets 
to  Achieve  1985  Production  Levels  Only 

Under  this  option,  tne  Secretary  would  decide  to  hold  Federal  coal 
lease  sales  in  early  1981.  (The  Secretary  could,  of  course,  always 
decide  later  not  to  hold  the  sale  if  new  factors  entered  the  picture.) 
Leasing  targets  would  be  set  for  early  1981  lease  sales  consisting  of 
the  amount  of  Federal  coal  needed  to  help  provide  for  the  Federal 
share  of  1985  production  requirements.  Partly  because  of  the  large 
body  of  Federal  reserves  available  in  1985  in  existing  Federal 
leases,  this  option  would  generate  relatively  low  leasing  targets. 


In  both  the  Powder  River  and  Uinta-Southwestern  Utah  regions,  already 
planned  and  other  likely  production  substantially  exceeds  1985  production 
projections  and  thus,  under  Option  3A,  the  leasing  target  for  these  regions 
would  be  zero.  In  the  Green  River-Hams  Fork  region,  currently  planned 
and  other  likely  'production  falls  considerably  short  of  the  1985  most 
likely  projected  production  by  17  million  tons  per  year  (the  only 
region  for  which  this  is  the  case).  Assuming  a  30  year  mine  life 
and  a  90  percent  recovery  rate  for  surface  mining  (i.e.,  a  33  to  1 
reserves  to  annual  production  ratio),  and  considering  the  56  percent 
share  of  coal  owned  by  the  Federal  Government  in  the  Green  River- 
Hams  Fork  region,  the  1981  leasing  target  for  this  region  under  Option  3a 
is  316  million  tons  (most  likely  assumptions) . 

In  summary,  the  Federal  leasing  targets  for  1981  under  Option  3A 
would  be: 

Option  3A  Leasing  Targets 


Region 

DOE  Low 
projections 
(MM  tons) 

DOE  Medium 
Projections 
(MM  tons) 

DOE  High 
Projections 
(MM  tons) 

Powder  River 

0 

0 

0 

Green  River- 
Hams  Fork 

234 

316 

333 

Uinta-South- 
west  Utah 

0 

0 

0 

Suboption:  To  allow  greater  flexibility  and  to  promote  competition, 
increase  the  selected  Option  3A  leasing  targets  upward  by  an  adjustment 
factor  of percent. 

Suboption:  Defer  selection  of  final  leasing  targets  until  next  fall 
and  select  the  leasing  targets  above  only  on  a  tentative^  basis.  The 
tentative  leasing  targets  would  be  announced  for  state  and*  public 
comment,  which  would  aid  in  selecting  the  final  targets  next  fall 
when  the  regional  lease  sale  EISs  would  be  begun. 


Option  3B  --  Set  Leasing  Targets  to  Achieve  1985  Through  1987  Production 
Levels,  With  High  Mid- 1986  Excess  Capacity  Assumed 

Under  this  option  the  Department  would  set  leasing  targets  for  early  1981 
lease  sales  to  meet  the  Federal  share  of  new  coal  production  from  1985 
to  1987  in  the  Federal  coal  regions.   In  estimating  this  leasing  need, 
it  would  be  assumed  that  all  currently  planned  and  other  already  likely 
mines  will  be  producing  by  mid-1986  and  thus  will  meet  Federal  diligent 
development  requirements.  If  aggregate  demand  for  coal  in  1986  is  less 
in  a  region  than  currently  planned  and  likely  1986  production,  mines 
are  assumed  to  cut  back  below  planned  or  likely  production,  thus 
creating  excess  capacity  in  mid-1986.  This  excess  capacity,  much 
of  it  in  mines  with  Federal  leases,  would  then  be  available  to  draw 
upon  after  mid-1986,  reducing  needs  for  new  leasing  of  Federal  coal. 

Current  production  projections  exceed  planned  and  likely  production 
in  the  Green  River-Hams  Fork  region  for  1986,  so  this  region  has  no 
projected  excess  capacity.  Its  1981  leasing  target  would  be  designed 
under  Option  3B  to  supply  new  Federal  reserves  to  meet  the  Federal 
share  of  required  new  production  through  1987.  The  Federal  share 
is  16.2  million  tons  per  year  of  production,  creating  a  need  for 
new  Federal  leasing  of  531  million  tons  of  reserves  (under  most 
likely  assumptions) . 

Currently  planned  and  likely  production  for  the  Powder  River  region 
is  226.1  million  tons.  This  exceeds  low,  medium  and  high  projected 
production  through  1986  and  low  projected  production  through  1987 
in  this  region.  The  1987  medium  and  high  levels  of  projected 
production  exceed  planned  and  likely  production  by  23.5  and  52.0  million 
tons,  respectively.  Assuming  newly  leased  Federal  coal  supplies 
80  percent  of  these  1987  shortfalls,  new  Federal  leasing  of 
621  million  tons  (medium  assumptions)  and  1,373  million  tons 
(high  assumptions)  is  required. 

In  the  Uinta-Southwestern  Utah  region,  currently  planned  and 
likely  production  exceeds  projected  production  in  all  cases 
through  1990. 
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In  summary,  under  option  3B,  the  1981  leasing  targets  would  be: 

Option  3B  Leasing  Targets 

DOE  Low  DOE  Medium     DOE  High 

projections       Projections    .Projections 
Region  (MM  tons)         (MM  tons)      (MM  tons)  _ 

Powder  River         0  621         1,373 

Green  River- 
Hams  Fork         483  531  619 

Uinta-South- 

west  Utah  0  0  0 

Suboption:  To  allow  greater  flexibility  and  to  promote  competition, 
increase  the  selected  Option  3B  leasing  targets  upward  by  an  adjustment 
factor  of  _______  percent. 

Suboption;  Defer  selection  of  final  leasing  targets  until  next  fall 
and  select  the  leasing  targets  above  only  on  a  tentative  basis.  The 
tentative  leasing  targets  would  be  announced  for  state  and  public 
comment,  which  would  aid  in  selecting  the  final  targets  next  fall 
when  the  regional  lease  sale  EISs  would  be  begun. 

Option  3C  --  Set  Leasing  Targets  to  Achieve  1985  Through  1987  Production 
Levels,  with  No  Mid-1986  Excess  Capacity  Assumed 

This  option  would  be  the  same  as  Option  3B,  except  that  no  excess 
capacity  would  be  assumed  available  after  mid-1986  to  meet  later 
production  requirements.     In  those  regions  where  currently  planned 
and  likely  production  exceeds  1986  projected  production  levels, 
an  assumption  of  no  excess  capacity  implies  that  the  mines  which  go  into 
operation  by  mid-1986  produce  at  full  planned  rates,  and  that  plans  for 
other  mines  unable  to  find  coal  purchasers  are  abandoned  because  of 
insufficient  demand,     tohere  mine  plans  are  abandoned,   it  is  assumed 
that  any  Federal  leases  involved  are  cancelled  in  1986  for  failure 
to  be  diligently  developed. 
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Under  Option  3C  leasing  targets  in  the  Green  River-Hams  Fork  region 
would  be  unchanged  from  Option  3B,  because  there  would  be  no  excess 
capacity  in  this  region  in  any  case.     On  the  other  hand,   an 
assumption  of  no  excess  capacity  causes  leasing  targets  in  the 
Powder  River  region  to  increase  significantly.     Although  currently 
planned  and  likely  production  in  the  Powder  River  region  is  226.1 
million  tons,   the  DOE  most  likely  projection  for  1986  is  only 
193.6  milion  tons.     Assuming  that  no  further  production  capacity 
exists  in  1986,  plans  for  32.5  million  tons  per  year  of  currently 
planned  and  likely  production  would  have  been  abandoned.     As  a 
result,  additional  new  Federal  reserves  would  be  needed  to  supply 
the  Federal  share  of  new  production  projected  for  1987   in  the 
Powder  River  region. 

Option  3C  has  the  greatest  impact  on  the  leasing  targets  for  the 
Uinta-Southwestern  Utah  region.     Currently  planned  and  likely 
production  is  47.2  million  tons,  much  greater  than  any  of  the 
DOE  projections  for  the  region.     However,  the  assumption  of  no  excess 
capacity  in  1986  means  that  most  of  the  plans  for  production  in  this 
region  would  have  to  be  abandoned.     Diligent  development  requirements 
would  eliminate  tne  opportunity  to  revive  plans  involving  Federal  leases 
after  1986   (or  perhaps  as  early  as  1983).     Hence,   after  1986,  as 
elsewhere  under  Option  3C,   the  Federal  share  of  any  new  production 
would  have  to  be  supplied  by  new  Federal  leasing.     For  example,  under 
most  likely  assumptions,  production  in  the  Uinta-Southwestern  Utah 
region  is  projected  to  increase  by  560  thousand  tons  per  year  in  1987, 
requiring  27.9  million  tons  of  new  Federal  reserves  to  meet  the  Federal 
share  of  this  increase  (assuming  a  50  percent  underground  mining 
recovery  rate  and  82.9  percent  share  of  Federal  reserves  in  the 
Uinta-Southwestern  Utah  region) . 

In  summary,   under  Option  3C,   the  1981  leasing  targets  would  be: 

Option  3C  Leasing  Targets 


Region 

DOE  Low 
Projections 
(MM  tons) 

DOE  Medium 
projections 
(MM  tons) 

DOE  High 
Projections 
(MM  tons) 

Powder  River 

898 

1,475 

1,594 

Green  River- 
Hams  Fork 

483 

531 

619 

Uinta-South- 
west  Utah 

25 

28 

67 
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Suboption:  To  allow  greater  flexibility  and  to  promote  competition, 
increase  the  selected  Option  3C  leasing  targets  upward  by  an  adjustment 
factor  of percent. 

Suboption:  Defer  selection  of  final  leasing  targets  until  next  fall 
and  select  the  leasing  targets  above  only  on  a  tentative  basis.  The 
tentative  leasing  targets  would  be  announced  for  state  and  public 
comment,  which  would  aid  in  selecting  the  final  targets  next  fall 
when  the  regional  lease  sale  EISs  would  be  begun. 

Option  3D  — Set  Leasing  Targets  to  Achieve  1985  through  1990 
Production  Levels,  With  High  Mid-1986  Excess  Capacity  Assumed 

Option  3D  would  be  the  same  as  Option  3B  except  that  the  time  horizon 
for  new  Federal  leasing  would  encompass  the  entire  five-year  period 
from  1985  to  1990.  This  option  would  be  based  on  a  concern  that  the 
time  interval  between  new  leasing  and  actual  production  may  prove  to 
be  10  years  instead  of  a  lower  figure.  In  this  case,  it  would  already 
be  necessary  by  1981  to  lease  to  meet  coal  production  requirements 
through  1990  if  a  Federal  share  of  these  requirements  is  to  be  met. 
High  excess  capacity  in  1986  would  be  assumed,  diminishing  the  need 
for  new  Federal  leasing  somewhat. 

In  summary,  under  Option  3D,  the  1981  leasing  targets  would  be: 

Option  3D  Leasing  Targets 


Region 

DOE  Low 
Projections 
(MM  tons) 

DOE  Medium 
Projections 
(MM  tons) 

DOE  High 
Projections 
(MM  tons) 

Powder  River 

1,729 

5,058 

6,156 

Green  River- 
Hams  Fork 

857 

855 

1,048 

Uinta- South 
west  Utah 

0 

0 

0 
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Subootion:  To  allow  greater  flexibility  and  to  promote  competition, 
increase  the  selected  Option  3D  leasing  targets  upward  by  an  adjustment 
factor  of percent. 

Suboption:  Defer  selection  of  final  leasing  targets  until  next  fall 
and  select  the  leasing  targets  above  only  on  a  tentative  basis. 
The  tentative  leasing  targets  would  be  announced  for  state  and  public 
comment,  which  would  aid  in  selecting  the  final  targets  next  fall 
when  the  regional  lease  sale  EISs  would  be  begun. 

Option  3E  --  Set  Leasing  Targets  to  Achieve  1985  through  1990 
production  Levels,  With  no  Mid-1986  Excess  Capacity  Assumed 

This  option  would  produce  the  highest  1981  leasing  targets. 
With  no  excess  capacity  in  1986,  new  Federal  leasing  would  have  to 
provide  for  the  full  Federal  share  of  required  increases  in  Federal 
production  from  1986  to  1990. 

In  summary,  under  Option  3E,  the  1981  leasing  targets  would  be: 

•   Option  3E  Leasing  Targets 

DOE  Low         DOE  Medium       DOE  High 
Projections     Projections      projections 
Region  (MM  Tons)       (MM  tons)        (MM  tons) 

Powder  River         3,600         5,916  6,378 

Green  River- 
Hams  Fork  857  855  1,048 

Uinta-South 

west  Utah  99  109  269 

Suboption:  To  allow  greater  flexibility  and  to  promote  competition, 
increase  the  Option  3E  leasing  targets  upward  by  an  adjustment  factor 
of percent. 

Suboption:  Defer  selection  of  final  leasing  targets  until  next  fall 
and  select  the  leasing  targets  above  only  on  a  tentative  basis. 
The  tentative  leasing  targets  would  be  announced  for  state  and  public 
comment,  which  would  aid  in  selecting  the  final  targets  next  fall 
when  the  regional  lease  sale  EISs  would  be  begun. 


14 
Decisions 

Leasing  Target  Options  by  Region 
I.  Powder  River  Region 

Option  1  Make  no  preparations  for  early  1981  lease  sale 


Option  2  -Prepare  EIS  to  allow  early  1981  lease  sale,  if 
desired,  but  do  not  select  leasing  target 


Option  3 A  Hold  early  1981  lease  sales  and  set  a  leasing 
target  to  achieve  1985  production  levels  only. 

low  DOE  projections  (leasing  target  of  0  million 

tons) 

medium  DOE  projections  (leasing  target  of  0  million 

tons) 

high  DOE  projections  (lesing  target  of  0  million  tons) 

Option  3B  Set  leasing  target  to  achieve  1985  through  1987 

production  levels,  with  high  mid-1986  excess  capacity 
assumed . 

low  DOE  projections  (leasing  target  of  0  million  tons) 

medium  DOE  projections  (leasing  target  of  621  million  tons) 

high  DOE  projections  (leasing  target  of  1,373  million  tons) 

Option  3C  Set  leasing  target  to  achieve  1985  through  1987  production 
levels,  with  no  mid-1986  excess  capacity  assumed. 

low  °0E  projections  (leasing  target  of  898  million  tons) 

medium  DOE  projections  (leasing  target  of  1,*475  million  tons) 

high  DOE  projections  (leasing  target  of  1,594  million  tons) 
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Option  3D  Set  leasing  target  to  achieve  1985  through  1990 
production  levels,  with  high  mid-1986  excess 
capacity  assumed. 

low  DOE  projections  (leasing  target  of  1,729  million  tons) 

medium  DOE  projections  (leasing  target  of  5,058  million  tons) 

high  DOE  projections  (leasing  target  of  6,156  million  tons) 

Option  3E  Set  leasing  target  to  achieve  1985  through  1990 

production  levels,  with  no  excess  capacity  assumed. 

low  DOE  projections  (leasing  target  of  3,600  million  tons) 

medium  DOE  projections  (leasing  target  of  5,916  million  tons) 

high  DOE  projections  (leasing  target  of  6,378  million  tons) 


Suboption  1    To  allow  greater  flexibility  and  to  promote 

competition,   increase  the  leasing  target  chosen 
under  any  of  options  3A-3E  above  by  percent. 

Suboption  2     Defer  selection  of  a  final  lesing  target  to 

next  Fall  when  the  regional  lease  sale  EIS  would 
be  started.     Announce  the  leasing  target  currently 
selected  under  any  of  options  3A-3E  above  as  a 
tentative  leasing  target,  and  request  public 
comment  on  it  prior  to  selecting  a  final  leasing 
target. 

II.     Green  River-Hams  Fork  Region 

Option  1     Make  no  preparations  for  early  1981  lease  sale 


Option  2     Prepare  EIS  to  allow  early  1981  lease  sale,   if  desired, 
but  do  not  select  leasing  target 

Option  3A  Hold  early  1981  lease  sales  and  set  a  leasing  target 
to  achieve  1985  production  levels  only. 

low  DOE  projections  (leasing  target  of  234  million  tons) 

m  medium  DOE  projections  (leasing  target  of  316  million  tons) 

high  DOE  projections  (leasing  target  of  333  million  tons) 
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Option  3B  Set  leasing  target  to  achieve  1985  through  1987  production 
levels,  with  high  mid-1986  excess  capacity  assumed. 

low  DOE  projections  (leasing  target  of  483  million  tons) 

medium  DOE  projections  (leasing  target  of  531  million  tons) 

high  DOE  projections  (leasing  target  of  619  million  tons) 

Option  3C  Set  leasing  target  to  achieve  1985  through  1987  production 
levels,  with  no  mid-1986  excess  capacity  assumed. 

low  DOE  projections  (leasing  target  of  483  million  tons) 

medium  DOE  projections  (leasing  target  of  531  million  tons) 

high  DOE  projections  (leasing  target  of  619  million  tons) 


Option  3D  Set  leasing  target  to  achieve  1985  through  1990  production 
levels,  with  high  mid-1986  excess  capacity  assumed. 

low  DOE  projections  (leasing  target  of  857  million  tons) 

medium  DOE  projections  (leasing  target  of  855  million  tons) 

high  DOE  projections  (leasing  target  of  1,048  million  tons) 

Option  3E  Set  leasing  target  to  achieve  1985  through'  1990  production 
levels,  with  no  excess  capacity  assumed. 

low  DOE  projections  (leasing  target  of  857  million  tons) 

medium  DOE  projections  (leasing  target  of  855  million  tons) 

high  DOE  projections  (leasing  target  of  1,048  million  tons) 

Suboption  1  To  allow  greater  flexibility  and  "to  promote 

competition,  increase  the  leasing  target  chosen 
under  any  of  options  3A-3E  above  by  percent. 

Suboption  2  Defer  selection  of  a  final  leasing  target  to  next 
Fall  when  the  regional  lease  sale  EIS  would  be 
started.  Announce  the  leasing  target  currently 
selected  under  any  of  options  3A-3E  above  as  a 
tentative  leasing  target,  and  request  public  comment 
on  it  prior  to  selecting  a  final  leasing  target. 
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III.  Uinta-Southwestern  Utah  Region 

Option  1  Make  no  preparations  for  early  1981  lease  sale 


Option  2  Prepare  EIS  to  allow  early  1981  lease  sale,  if  desired, 
but  do  not  select  leasing  target 

Option  3A  Hold  early  1981  lease  sales  and  set  a  leasing  target  to 
achieve  1985  production  levels  only. 

low  DOE  projections  (leasing  target  of  0  million  tons) 

medium  DOE  projections  (leasing  target  of  0  million  tons) 

_  high  DOE  projections  (leasing  target  of  0  million  tons) 

Option3B  Set  leasing  target  to  achieve  1985  through  1987  production 
levels,  with  high  mid-1986  excess  capacity  assumed. 

low  DOE  projections  (leasing  target  of  0  million  tons) 

medium  DOE  projections  (leasing  target  of  0  million  tons) 

high  DOE  projections  (leasing  target  of  0  million  tons) 

0ption3C  Set  leasing  target  to  achieve  1985  through  1987  production 
levels,  with  no  mid-1986  excess  capacity  assumed. 

low  DOE  projections  (leasing  target  of  25  million  tons) 

medium  DOE  projections  (leasing  target  of  28  million  tons) 

high  DOE  projections  (leasing  target  of  67  million  tons) 

Option  3D  Set  leasing  target  to  achieve  1985  through  1990  production 
levels,  with  high  mid-1986  excess  capacity  assumed. 

low  DOE  projections  (leasing  target  of  0  million  tons) 

medium  DOE  projections  (leasing  target  of  0  million  tons) 

high  DOE  projections  (leasing  target  of  0  million  tons) 
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Option  3E  Set  leasing  target  to  achieve  1985  through  1990  production 
levels,  with  no  excess  capacity  assumed. 

low  DOE  projections  (leasing  target  of  99  million  tons) 

medium  DOE  projections  (leasing  target  of  109  million  tons) 

high  DOE  projections  (leasing  target  of  269  million  tons) 


Suboption  1  To  allow  greater  flexibility  and  to  promote 

competition,  increase  the  leasing  target  chosen 
under  any  of  options  3A-3E  above  by  percent. 

Suboption  2  Defer  selection  of  a  final  leasilng  target  to  next 
Fall  when  the  regional  lease  sale  EI3  would  be 
started.  Announce  the  leasing  target  currently 
selected  under  any  of  options  3A-3E  above  as  a 
tentative  leasing  target,  and  request  public  comment 
on  it  prior  to  selecting  a  final  leasing  target. 

IV.  Alabama  Region 

Option  1  Make  no  preparations  for  early  1981  lease  sales 


Option  2  Prepare  EIS  to  allow  early  1981  lease  sale  if  desired, 
but  do  not  select  leasing  target 


SECRETARIAL  ISSUE  DOCUMENT 
FEDERAL  COAL  MANAGEMENT  PROGRAM 
VOLUME  II 


NEED  FOR  LEASING;  PROGRAM  IMPLEMENTATION 

This  volume  of  the  Secretarial  Issue  Document  is  based  on  the  assumption 
that,  in  considering  Volume  I,  the  Secretary  will  decide  to  establish 
a  new  Federal  coal  management  program  which  contains  a  competitive 
leasing  component.  If  that  decision  is  reached,  the  first  decision 
under  the  new  program  will  concern  the  options  for  possible  early  Federal 
coal  lease  sales.  Should  the  Secretary  choose  not  to  establish  such 
a  program,  the  issues  described  in  this  document  would  become  moot, 
ana  should  not  be  considered  further.  (For  the  purpose  of  reducing 
the  length  and  complexity  of  this  document,  the  text  will  refer 
to  the  procedures  proposed  in  the  preferred  program.  Should  the 
Secretary  choose  different  procedures,  minor  changes  in  the  schedule 
might  be  necessary,  but  the  analytical  base  for  the  decisions  would 
not  be  significantly  affected.) 

The  Department's  new  coal  management  program  includes  separate  components 
for  new  competitive  coal  leasing,  processing  of  preference  right  lease 
applications  (PRLAs) ,  processing  of  exchanges,  management  of  previously 
issued  leases  and  other  features  of  the  overall  management  of  the  Federal 
coal  resource.  Under  the  new  competitive  leasing  component  of  the 
program,  there  are  a  number  of  key  elements:  formulation  of  regional 
production  goals  and  leasing  targets,  application  of  unsuitability 
criteria,  resolution  of  multiple  use  conflicts,  tract  ranking  and  selection, 
and  holding  of  lease  sales.  It  will  not  be  possible  to  carry  out  in 
full  the  procedures  in  each  of  these  elements  until  1984  in  the  majority 
of  potential  coal  sale  areas  and  1986  in  some  areas.  The  question  is  raised, 
therefore,  as  to  the  conduct  of  new  competitive  leasing  during 
the  transitional  period  until  the  new  coal  management  program  is  fully 
operational.  This  Secretarial  issue  document  examines  whether  it  would 
be  desirable  to  hold  early  Federal  coal  lease  sales  and,  if  so,  what 
type  of  sales  and  at  what  levels  of  Federal  leasing.  The  earliest  time 
that  competitive  coal  lease  sales  could  be  held  and  meet  all  statutory 
requirements  and  most  of  the  procedures  in  the  new  coal  program  would 
be  early  1981. 


The  Secretary's  decision  on  whether  to  hold  early  1981  Federal  coal 
lease  sales  depends  in  part  on  the  urgency  of  new  Federal  leasing. 
At  present  there  is  substantial  excess  capacity  —  from  100  to  150  million 
tons  —  in  the  U.S.'  coal  industry,  suggesting  that  there  may  not  be  a 
great  need  for  immediate  new  Federal  leasing.  Production  from  new 
Federal  leases,  however,  is  not  likely  to  occur  until  4  to  10  years 
after  lease  issuance.  The  current  excess  capacity  of  the  coal  industry 
is  not  necessarily  a  good  indicator  of  the  state  of  the  industry 
4  to  10  years  in  the  future.  This  issue  document  includes  an  examination 
of  current  projections  of  future  western  coal  production,  reports  of 
already  planned  and  otherwise  likely  production,  and  the  implications 
for  the  urgency  of  new  Federal  coal  leasing. 

The  Secretary's  decision  on  early  Federal  lease  sales  will  also  depend 

on  the  difficulties  of  holding  such  sales.  For  early  sales  there 

will  not  be  time  to  carry  out  the  procedures  in  the  memorandum  of 

understanding  between  the  Department  of  the  Interior  and  Department  of 

Energy  (DOE)  for  formulating  regional  production  goals.  Currently 

available  DOE  projections  of  coal  production  would  have  to  be  used 

as  a  substitute  for  production  goals  in  the  development  of  Federal 

leasing  targets  for  early  1981  lease  sales.  Available  land  use  plans 

of  the  Bureau  of  Land  Management  (ELM)   would  have  to  be  supplemented 

rather  than  completely  revised  in  accordance  with  new  planning  regulations 

under  the  Federal  Land  Policy  and  Management  Act  of  1976,  and  the  unsuitability 

criteria  would  most  often  be  applied  to  specific  areas  rather 

than  throughout  the  planning  unit.  This  issue  document  also  examines 

the  mechanical  and  information  problems  in  holding  early  Federal  lease 

sales. 

Three  basic  early  sale  options  are  available  to  the  Secretary. 
A  first  option  is  to  decide  at  this  time  that  Federal  coal  lease  sales 
are  not  required  in  early  1981,  that  the  problems  of  such  sales 
outweigh  the  gains,  and  that  no  preparations  for  such  early  sales  should 
be  made.  This  option  would  amount  to  a  decision  at  this  time  to  delay 
Federal  coal  leasing  at  least  for  about  one  year  to  early  1982  —  except 
for  noncompetitive  (PRLA)  and  emergency  leasing.  A  second  option  is 
to  decide  to  undertake  preparations,  such  as  writing  regional  lease 
sale  EISs,  that  would  be  necessary  to  hold  early  sales,  but  not  to 


establish  Federal  leasing  targets  for  these  sales.  Without  specifying 
targets,  the  Secretary  thus  would  not  provide  guidance  on  the  number 
of  tracts  to  be  included  in  the  preferred  alternative  in  the  regional 
lease  sale  EISs  to  be  prepared  under  this  option.  Even  if  no  sale  were 
held,  under  the  second  option,  the  potential  lease  tracts  identified 
and  analyzed  could  be  used  for  exchange  if  needed  for  that  purpose. 
There  are  presently  a  number  of  possible  exchanges  that  the  Department 
may  need  to  consider  closely.  Under  legislation  enacted  October  30, 
1978,  the  Department  was  granted  the  authority  to  study  and  possibly 
make  several  exchanges  in  Utah  and  Wyoming.  Section  510(b)(5)  of  the 
Surface  Mining  Control  and  Reclamation  Act  authorizes  exchanges  for 
Federal  leases  and  private  coal  located  in  alluvial  valleys  and  for 
which  substantial  legal  and  financial  commitments  had  been  made  prior 
to  January  1,  1977. 

A  third  option  is  to  undertake  the  preparations  necessary  for  early 
lease  sales  and  also  to  set  Federal  coal  leasing  targets  for  these 
sales.  These  leasing  targets  would  provide  Secretarial  guidance  in 
determining  the  number  of  tracts  to  be  included  in  the  preferred  sale 
alternative  for  the  regional  lease  sale  EISs.  Under  the  third  option, 
the  Secretary  could  still  decide  later,  when  reviewing  regional  lease 
sale  EISs,  not  to  hold  the  lease  sales,  or  to  lease  a  different  amount 
of  coal,  but  he  would  have  to  do  this  by  selecting  an  alternative  lease 
sale  schedule  with  a  different  leasing  level  than  he  had  initially 
suggested  in  his  leasing  targets.  A  variety  of  suboptions  to  the 
third  option  are  presented  below  involving  the  selection  of  different 
leasing  targets  for  early  1981  lease  sales. 

Under  the  current  state  of  land  use  planning  and  data  availability, 

early  1981  lease  sales  are  being  considered  only  in  four  regions  — 

the  Powder  River,  Green  River-Hams  Fork,  Uinta-Southwestern  Utah, 

and  Alabama  regions.  In  the  Alabama  region  the  only  relevant  options 

are  the  first  and  second  options.  Federal  coal  is  such  a  small  share 

of  Alabama  coal  (around  3  percent)  that  it  would  not  make  sense  to  calculate 

production  goals  for  Alabama  and  then  the  desired  contribution  of 

Federal  coal  production  in  meeting  those  goals.  Federal  leasing  in 

Alabama  will  be  undertaken  to  meet  site-specific  requirements. 


I.  Projected,  Planned  and  Potential  Western  Coal  Production 

Western  Coal  Reserves  and  Production  Trends 

54  percent  of  U.S.  coal  reserves  by  weight  are  located  west  of  the 
Mississippi  River.  Western  reserves,  however,  are  disproportionately 
made  up  of  low  energy  subbituminous  coal  and  lignite.  As  a  result, 
western  reserves  contain  only  around  45  percent  of  the  energy 
contained  in  U.S.  coal  reserves. 

Western  reserves  are  also  notable  for  their  low  sulfur  content. 
71  percent  of  western  reserves  are  considered  "low  sulfur"  as  compared 
with  16  percent  of  eastern  reserves.  The  west  contains  84  percent  of 
the  Nation's  low  sulfur  coal. 


Historically,  western  coal  production  has  been  a  small  part  of  national 
production,  never  exceeding  10  percent  until  1973.  By  1978,  however, 
western  production  had  risen  to  27  percent  of  national  production  and 
was  continuing  to  grow  rapidly.  In  1976,  western  production  rose  by 
23  percent,  in  1977  by  22  percent  and  in  1978  by  8  percent.  In  these 
same  years,  eastern  production  rose  by  1  percent  and  then  declined 
by  4  percent  and  by  9  percent,  respectively. 

In  1977,  99.5  percent  of  the  production  of  Federally  owned  coal  was 
in  the  West.  Although  about  60  percent  of  western  coal  is  Federally 
owned,  production  of  Federal  coal  has  traditionally  constituted  a  much 
smaller  share  (in  1967  only  23  percent  and  in  1973  only  17  percent)  of 
western  production.  By  1978  Federal  production  had  risen  to  34  percent 
of  western  production,  although  still  well  below  the  Federal  share 
of  western  coal  reserves.  Like  western  production  as  a  whole,  Federal 
coal  production  has  been  rising  rapidly,  24  percent  in  1976,  35  percent 
in  1977  and  15  percent  in  1978,  reaching  60.2  million  tons  or  9.2  percent 
of  total  national  coal  production  in  1978. 

The  Federal  Government  owns  916,000  acres  of  coal  rights  in  the 
East.  Thus  far,  production  of  eastern  Federal  coal  has  been  a 
very  minor  share  of  either  total  eastern  production  or  total  Federal 
production.  Federal  coal  in  the  East  may  make  a  useful  'if  not  large 
contribution  to  production  in  certain  eastern  regions  -  especially 
Alabama  -  or  for  special  coal  types  such  as  metallurgical  coal. 


Future  Coal  Production  Projections 

For  the  purpose  of  preparing  the  programmatic  environmental  impact 
statement  on  the  Federal  coal  management  program,  the  Department  requested 
that  the  DOE  prepare  projections  of  future  coal  production.  These 
projections  for  1985  and  1990  were  developed  by  DOE  and  were  submitted 
to  the  Department  in  June  1978. 

The  DOE  projections  incorporated  assumptions  on  future  electric  power 
requirements,  oil  and  gas  prices,  and  nuclear  power  development. 
Other  assumptions  involved  air  quality  controls,  transportation 
costs  and  labor  cost  escalation.  Different  sets  of  assumptions  were 
developed  for  low,  medium  and  high  projections  of  western  coal 
development.  The  DOE  projections  were  obtained  using  a  large  computer 
model  which,  taking  account  of  mining,  transportation,  power 
generation  and  other  costs,  calculated  the  lowest  cost  way  of  providing 
for  electric  power  and  coal  use  requirements  for  the  United  States. 


Coal  production  projections  are  subject  to  many  major  uncertainties. 
The  recent  increased  oil  supply  instability  in  Iran,  and  the  Middle  East 
generally,  and  the  nuclear  accident  at  Three  Mile  Island  have  illustrated 
how  circumstances  can  change  rapidly.  Since  the  DOE  projections  were 
made  in  June  1978,  a  number  of  other  important  factors  have  changed 
as  well.  There  has  been  a  new  recognition  of  the  huge  size  and  importance 
of  Mexican  oil  and  gas  reserves  and  of  the  significant  oil  and  gas 
potential  of  the  Overthrust  Belt  in  the  western  United  States.  At 
least  a  temporary  glut  of  natural  gas  has  developed  in  the  U.S., 
partly  caused  by  the  unexpected  great  success  of  the  Natural  Gas  Policy 
Act  of  1978  in  shifting  natural  gas  from  the  intrastate  to  the  interstate 
market.  The  earlier  expectations  for  synthetics  and  industrial  uses 
of  coal  now  appear  too  optimistic.  Railroad  rates  for  transporting 
coal  are  rising  more  rapidly  than  had  been  expected.  EPA  has  issued 
proposed  regulations  for  New  Source  Performance  Standards  for  sulfur 
emissions,  followed  by  a  lengthy  debate  about  the  final  standard  (still 
not  resolved  as  of  this  writing) .  The  electric  power  growth  rate  for  1978 
declined  to  3.7  percent,  compared  with  4.6  percent  in  1977  and  6.3  percent 
in  1976.  Most  of  these  factors  have  acted  to  decrease  projections  of 
western  coal  production,  although  the  recent  Middle  East  instability  and 
the  nuclear  accident  have  at  least  partially  countered  the  downward 
reassessments. 

Because  of  the  many  changes  in  circumstances,  it  seemed  desirable  to 
prepare  a  new  set  of  updated  1979  projections  to  provide  a  basis  for 
evaluating  options  for  possible  early  Federal  coal  lease  sales.  DOE 


has  recently  prepared  such  a  set  of  coal  production  projections  based 
on  adjusted  assumptions  as  described  in  the  summary  report  in  the  final 
section  of  this  volume.  As  also  described  in  the  summary,  in  addition 
to  modifying  assumptions ,  DOE  used  somewhat  different  computer  modeling 
procedures  and  made  some  technical  refinements  in  its  coal  modeling. 

The  1979  DOE  most  likely  projections  show  overall  national  coal 
production  rising  from  687.7  million  tons  in  1977  to  1.03  billion 
tons  in  1985  and  then  to  1.46  billion  tons  in  1990.  DOE  projects  a 
large  scale  shift  in  the  national  distribution  of  coal  production  from  the 
East  to  West.  Western  production  is  projected  to  increase  from  27 
percent  of  national  production  in  1978  to  36  percent  in  1985  and  47  percent 
in  1990.  This  would  bring  western  coal  production  in  line  with  the 
western  share  of  national  coal  reserves. 

Figure  1  shows  the  Federal  coal  regions.  These  regions  consist  of  the 
six  regions  in  the  west  where  Federal  coal  is  a  major  share  of  the  coal 
and  Federal  production  is  likely  to  have  a  significant  influence  on  total 
coal  production  in  the  region.  Six  other  regions  were  analyzed  in  the 
programmatic  BIS,  but  these  regions  either  have  no  Federal  coal  or  a 
small  enough  amount  that  Federal  production  is  not  likely  to  influence 
overall  regional  production. 

Table  1  shows  the  distribution  projected  by  DOE  of  1985  and  1990  coal 
production  among  the  Federal  coal  regions.  Under  most  likely  assumptions, 
50.6  percent  of  the  1985  production  in  the  Federal  coal  regions  is 
projected  to  be  mined  in  the  Powder  River  region,  representing  21  percent 
of  total  national  production  in  1985.  The  second  largest  share  of 
Federal  coal  region  production  —  27  percent  —  was  projected  for  the 
Green  River-Hams  Fork  region.  Together,  the  Powder  River  and  Green 
River-Hams  Fork  regions  account  for  78  percent  of  total  1985  production 
projected  for  the  Federal  coal  regions.  The  Fort  Union,  Uinta-Southwestern 
Utah  and  San  Juan  River  regions  are  each  projected  to  have  modest 
levels  of  production  in  1985,  ranging  between  10  and  30  million  tons 
per  year.  The  Denver-Raton  Mesa  region  is  projected  to  have  little 
production  in  1985. 

As  shown  in  Table  1,  the  DOE  most  likely  projections  for.  1990  show 
production  even  more  concentrated  in  the  Powder  River  and  Green  River- 
Hams  Fork  regions,  together  accounting  for  88  percent  of  1990  projected 
production.  Most  likely  production  for  the  Federal  coal  regions  as  a 
whole  would  rise  by  118  percent  from  1985  to  1990. 

Currently  Planned  Coal  Production 

In  March  1978  (updated  October  1978)  the  Geological  Survey  reported 
coal  company  plans  for  coal  production  in  1985  from  mine  plans  either 
approved  by  or  pending  before  the  Survey  —  a  large  proportion  of  western 
planned  mines.  Similar  information  was  obtained  from  DOE  on  planned 


Figure  1  -  Federal  Coal  Regions 
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San  Juan  River 
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24.9 

27.7 

27.7 

32.2 

32.3 

32.2 

121.5 

137.6 

157.3 

291.9 

417.7 

459.3 

69.2 

73.6 

74.5 

102.8 

102.5 

113.2 

14.4 

14.5 

13.9 

16.9 

17.3 

20.6 

13.3 

13.4 

13.8 

15.4 

16.8 

22.5 

6.1 

5.1 

4.7 

6.5 

5.6 

6.9 

249.4 


271.9 


291.9 


465.7 


592.2 


654.7 


(a)Excludes  production  from  Arizona,  Washington,  and  Alaska. 

Note:  The  DOE  estimates  have  been  revised  slightly  for  purposes  of  this  table. 
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production  entirely  from  mines  on  Indian  or  other  non-Federal  lands. 

As  shown  in  Table  2,  currently  planned  production  for  1985  in  the  Federal 

coal  regions  as  a  whole  is  365  million  tons.     By  far  the  largest  share 

of  planned  production  —  219.1  million  tons  or .60  percent  —  is  in 

the  Powder  River  region.  Other  regions  With  substantial  currently  planned 

production  are  the  Green  River-Hams  Fork  and  Uinta-Southwestern  Utah 

regions,  with  49.8  and  47.2  million  tons,   respectively. 

Other  Production  Potential 

In  addition  to  currently  planned  production,  other  potential  sources 

of  production  that  do  not  depend  on  new  Federal  coal  leasing  include 

production  from  existing  Federal  leases,  and  production  from  Indian 

and  other  non-Federal  lands,   for  which  there  are  at  present  no  mine 
plans. 

54  percent  of  existing  Federal  lease  reserves  —  generally  those  of 

highest  quality  —  have  already  been  committed  to  currently  planned 

mines.     The  remaining  reserves  in  existing  leases  provide  potential  for 

further  production  without  any  new  Federal  leasing.     Many  of  these 

reserves,  however,  are  poorly  located,  contain  poor  quality  coal, 

are  in  leases  too  small  to  be  developed  by  themselves,  have 

environmental  problems  or  may  not  be  good  prospects  for  development 

for  other  reasons.     The  Geological  Survey  has  estimated  that  only 

1.7  billion  tons  of  reserves  in  leases  not  yet  in  mine  plans  —  22  percent 

of  these  reserves  —  are  likely  to  be  producing  in  1986.     As  shown  in 

TaDle  3,   these  reserves  are  sufficient  for  57  million  tons  per  year 

of  production.     The  largest  share  of  such  likely  production  —  41  percent  — 

is  in  the  Uinta-Southwestern  Utah  region. 

In  the  Federal  coal  regions,   Indian  and  other  non-Federal  reserves 
constitute  around  30  percent  of  total  coal  reserves.     Major  Indian 
coal  reserves  are  owned  by  the  Crow  and  Cheyenne  tribes  in  the  Montana  part 
of  the  Powder  River  region  and  by  the  Navajo  tribe  in  the  San  Juan  River 
region.     There  is  a  high  potential  for  production  of  Indian  coal, 
but  also  many  major  uncertainties.     The  Cheyenne  tribe  has  indicated 
that  for  the  time  being  at  least  it  opposes  coal  development  on  its 
reservation.     Existing  coal  leases  on  the  Crow  reservation -are  presently 
in  litigation. 

Other  non-Federal  coal  also  faces  important  limitations  on  its  production 
potential.     More  than  1/3  of  the  non- Indian,  non-Federal  coal  is  in 
checkerboard  areas  where  it  should  be  developed  jointly  with  Federal 
coal.     Considerable  other  non-Federal  coal  is  scattered  in  small 
irregular  parcels  which  also  require  acquisition  of  complementary 
Federal  coal  to  be  developed.     All  told,  less  than  50  percent  of 
non-Federal  coal   is  estimated  to  be  developable  without  the  availability 
of  complementary  Federal  coal   (see  Table  4). 
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15.9 
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5.9 
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43.3 
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0_ 
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0 

11.1 

0 
25.1 


3.9 

2.4 

4.0 
35.6 


47.2 

24.0 

3.0 
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TABLE  3 


LIKELY  1985  PRODUCTION  FROM  EXISTING  FEDERAL  LEASES  WITHOUT  MINE  PLANS 


(a) 


COAL  REGION 


NUMBER  OF 

RECOVERABLE  RESERVES 

LEASES 

IN  FEDERAL  LEASES 

WITHOUT 

WITHOUT  MINE  PLANS 

MINE  PLANS 

(million  tons) 

16 

(b) 

34 

3,857 

23 

262 

»    152 

2,638 

2  A 

303 

3 

(b) 

54 

256 

RECOVERABLE  RESERVES 

IN  LEASES  WITHOUT 

MINE  PLANS  LIKELY  TO 

BE  PRODUCING  IN  1985 

(million  tons) 


LIKELY  PRODUCTION  IN 
1985  FROM  LEASES 
WITHOUT  MINE  PLANS (d) 
(million  tons/year) 


Fort  Union 

Powder  River 

Green  River-Hams  Fork 

Unita-Southwestern  Utah 

San  Juan  River 

Denver-Raton  Mesa 

Other  Regions 


(b) 
210 
204 
700 
254 
(b) 
46 


(b) 
7.0 
6.8 
23.3 
8.5 
(b) 
1.5 


Total 


311 


7.782(c) 


1.718(c) 


57.3 


(a)  Estimates  based  on  March  1978  Department  of  the  Interior  review  of  existing  Federal  leases. 

(b)  Cannot  be  disclosed  because  of  confidentiality  requirements 

(c)  Includes  total  recoverable  reserves  in  mine  plans  in  Fort  Union  and  Denver-Raton  Mesa  Coal  Regions. 

(d)  Assumes  30  year  mine  life. 
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TABLE  4 

ESTIMATED  DISTRIBUTION  OF  NON-FEDERAL  RESERVES 
BY  OWNERSHIP  CATEGORIES  (a) 

(percent) 


NON-FEDERAL 

SOLID  NON-FEDERAL 

NON-FEDERAL 

RESERVES    IN 

COAL 

RESERVES    (POSSIBLY 

RESERVES 

IN 

SCATTERED         .    . 
SMALL  BLOCKS U; 

FEDERAL 

REGION 

DEVELOPABLE) 

(b; 

CHECKERBOARD 

RESERVES 

Fort  Union 

37.8% 

21.6% 

1.7% 

39% 

Powder 

River 

6.8 

7.9 

5.5 

79.8 

Green  River- 

Hams  Fork 

23.3 

13.4 

7.0 

56.3 

Uinta-Southwestem 

6.9 

0 

10.1 

82.9 

Utah 
San  Juan 

14.2 

0Cd) 

8.5 

77.3 

River 

Denver-Raton 
Mesa 

62.8 

0 

19.5 

17.8 

TOTAL 


12.1 


9.3 


5.6 


73.0 


'Estimates  based  on  the  distribution  of  subsurface  coal  ownership  in  Known 
Recoverable  Coal  Resource  Areas  (KRCRAs)  in  the  regions  shown. 


(b) 


(c) 


(d) 


Solid  ownership  was  defined  as  reserves  under  non-Federal  ownership  in 
contiguous  blocks  greater  than  or  equal  to  2,560  acres.   In  Regions  2  and 
3,  a  portion  of  the  reserves  are  found  in  areas  of  checkerboard  ownership, 
within  which  a  number  of  5-section  blocks  (3,200  acres)  exist  where  the 
center  section  is  state-owned  and  the  surrounding  sections  are  privately 
owned.   These  sections  may  be  developable  only  if  the  center  section  (640 
acres)  is  leased  by  the  state  to  a  private  owner  holding  development 
rights  to  the  reserves  in  the  surrounding  sections.   In  Region  2,  at  least 
55  percent  of  the  total  solid  non-Federal  block,  is  composed  .of.  these  five- 
section  blocks;  in  Region  3,  at  least  34  percent  of  the  total  solid 
non-Federal  blocks  fall  in  this  category. 

Scattered  sma'll  ownership  blocks  are  defined  as  isolated  sections  of  non- 
Federal  coal  ownership  less  than  2,560  acres  in  size,  outside  checkerboard 
areas. 

Some  railroad  checkerboard  lands  are  located  in  San  Juan  River  Region. 
However,  as  of  March  1978  KRCRAs  had  not  yet  been  defined  for  these  lands. 
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Production  Estimates  from  Other  Sources 

To  some  extent  estimates  of  planned  production  must  be  subjective, 
because  it  is  necessary  to  establish  a  standard  for  "seriousness" 
or  "reasonableness"  of  the  plans.  Otherwise,  a  project  simply 
proposed  or  discussed  might  be  counted  as  a  planned  mine,  whether 
or  not  there  was  any  real  likelihood  of  actual  production  occurring. 
The  Department's  minimum  standard  for  plans  involving  Federal  leases 
has  been  that  a  mining  plan  must  be  either  approved  or  submitted 
to  the  Geological  Survey  to  be  included  in  planned  production  totals. 
For  other  leases,  the  Survey  assessed  them  individually  and  made  a 
judgment  as  to  whether  production  by  1986  was  likely  to  occur.  The 
resulting  total  of  planned  and  likely  production  in  1985  was  422.2  million 
tons. 

The  DOE  Division  of  Coal  Production  Technology  has  recently  published 
a  report  on  plans  for  1985  coal  production  capacity  in  the  West.  The 
DOE  estimate  of  total  planned  capacity  for  1985  in  the  Federal  coal 
regions  is  454.4  million  tons.  Of  this  planned  capacity,  57.6  million 
tons  are  estimated  by  DOE  to  be  dependent  on  new  Federal  leasing, 
mostly  because  the  mines  planned  are  in  checkerboard  or  other  mixed 
ownership  areas.  Excluding  plans  dependent  on  new  Federal  leasing, 
the  DOE  estimate  of  planned  production  capacity  in  1985  in  the  Federal 
coal  regions  is  396.8  million  tons.  The  slightly  lower  DOE  estimate 
than  the  Interior  estimate  of  422.2  million  tons  may  be  explained 
by  Interior's  inclusion  in  the  latter  figure  of  some  Federal  leases 
for  which  no  formal  plans  have  yet  been  formulated. 

Another  recent  survey  of  production  capacity  was  done  by  the  Keystone 
Coal  Industry  Manual.  The  Keystone  survey  reported  that  new  or 
expanding  mines  in  the  Federal  coal  regions  would  have  538.5  million 
tons  of  coal  production  capacity  by  1985.  The  difference  between 
the  higher  Keystone  capacity  estimate  and  the  Interior  estimate 
of  planned  and  likely  production  in  1985  may  be  due  to  three  factors: 
(1)  seme  Keystone  planned  capacity  probably  requires  Federal  leasing 
and  thus  would  not  be  included  in  the  Interior  estimate,  (2)  planned 
capacity  may  exceed  planned  production  in  1985  for  some  mines,  and 
(3)  Keystone  may  have  included  capacity  plans  for  mines  that  were 
less  firm  than  required  by  Interior  to  be  included  in  its  planned 
production  estimates.  The  Keystone  survey  does  not  provide  information 
to  assess  the  magnitude  of  these  factors. 

PRLA  Reserves 

Some  of  the  need  for  new  Federal  leasing  can  be  met  by  the  issuance 
of  noncompetitive  (PRLA)  leases.  To  the  extent  that  this  occurs,  the 
need  for  new  competitive  leasing  will  be  diminished  —  assuming  of 
course  that  the  PRLAs  contain  acceptable  quality  coal. 
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However,  some  applicants  for  preference  right  leases  may  be  unable 
to  obtain  leases  because  they  have  failed  to  meet  all  the  legal 
requirements  for  processing  their  applications.  Initial  showings  for 
some  PRLAs  were  never  made,  or  were  made  after  the  legal  deadline 
had  passed.  Other  PRLAs  were  improperly  filed,  including  areas  containing 
prior  mining  claims.  PRLAs  also  may  have  little  development  potential 
because  they  are  located  in  areas  where  coal  development  is  now  considered 
environmentally  questionable.  In  many  of  these  cases  the  costs  of 
necessary  environmental  protection  requirements  will  make  it  uneconomic 
to  develop  the  PRLA  and  thus  to  pass  a  commercial  quantities  test. 
Where  commercial  quantities  can  be  shown,  the  Department  would  want 
to  exchange  for  or  purchase  leases  in  environmentally  unsuitable  areas 
which  PRLA  holders  are  rightfully  due. 

As  part  of  the  Department's  coal  policy  review,  PRLAs  were  examined 
to  assess  compliance  with  filing  deadlines  and  other  legal  requirements 
and  to  assess  potential  environmental  problems.  Table  5  shows  PRLA 
production  potential  after  excluding  PRLAs  for  which  there  are  legal 
uncertainties  and  PRLAs  in  areas  that  are  considered  environmentally 
questionable.   Total  PRLA  production  potential  is  250  million  tons  per 
year.  However,  most  of  this  potential  is  for  underground  mining,  which 
has  few  prospects  except  in  the  Uinta-Southwestern  Utah  region.  Total 
PRLA  production  potential  from  surface  mining  is  90  million  tons  per  year, 
54  percent  of  which  is  in  the  Powder  River  region. 

II.  Regional  Summaries 

Federal  coal  lease  sales  are  to  be  conducted  on  a  regional  basis. 
This  requires  that  the  specific  circumstances  of  each  region  be 
considered,  in  particular  the  relation  between  projected  and  already 
planned  production  in  the  region. 

Powder  River  Region 

In  terms  of  coal  production  expected,  the  Powder  River  region  is  the 
most  important  of  the  Federal  coal  regions.  It  contains  huge  amounts 
of  coal,  extremely  thick  seams  easily  accessible  for  surface  mining  at 
low  costs  and  good  access  to  rail  transportation.  The  1985  production 
projected  by  DOE  for  the  Powder  River  region  is  50  percent  of  total 
production  in  the  Federal  coal  regions,  37  percent  of  total  western 
production  and  13  percent  of  national  production.  By  1990,  projected 
Powder  River  production  rises  rapidly  to  70  percent  of  total  production 
in  the  Federal  coal  regions,  60  percent  of  total  western  production 
and  29  percent  of  national  production. 


TABLE  5 

PRODUCTION  POTENTIAL  FROM  OUTSTANDING  PREFERENCE  RICHT  LEASE  APPLICATIONS 

(million  tons) 


(c) 


COAL  REGION 

TOTAL  PRLA  RECOVERABLE 
RESERVES 

RECOVERABLE    RESERVES   WITHOUT 
LEGAL  QUESTIONS    (d) 

RECOVERABLE   RESERVES   WITHOUT 
LECAL  OR  ENVIRONMENTAL 
QUESTIONS    (e) 

ANNUAL  PRODUCTION 
POTENTIAL   (f) 

SURFACE             DEEP 

SURFACE             DEEP 

SURFACE             DEEP 

SURFACE             DEEP 

Fort  Union 

(a)                       (a) 

(a)                      (a) 

(a)                       (a) 

(a)                      (a) 

Powder  River 

1,604.3       4,308.3 

1,604.3       4,308.3 

1,454.0       4,308.3 

48.5            143.6 

Green  River-Hams  Fork 

25.2            125.5 

25.2            125.5 

8.1              19.3 

0.3               0.6 

Uinta- Southwestern 

107.9       1,156.2 

107.9            373.0 

55.4            340.7 

1.8              11.4 

Utah 
San  Juan  River 

824.3           680.0 

361.6              52.0 

337.8             50.5 

11.3                1.7 

Denver-Raton  Mesa 

670.5              80.6 

670.5              80.6 

549.4              78.4 

18.3               2.6 

Other  ReglonB 

(a)                      (a) 

(a)                      (a) 

(a)                      (a) 

(a)                     (a) 

TOTAL 

3,540. 2(b)6, 366. 4(b) 

3.077. 5(b)4,955.2(b) 

2.712.7(b)4.813.0(b) 

90.4(b)      160.4<b> 

(a)  Cannot  be   disclosed  because   of  confidentiality  requirements. 

(b)  Includes  Fort  Union   and  Other  Regions. 

(c)  Estimates  based  on   1978  Department   review  of  Preference  Right   Lease  Applications. 

(d)  Eliminates   reserves  under  applications  which  have  not  met  Department   procedural  or  legal   requirements   --   initial   showings  not  made, 

or    filed  past    deadline,    or   the   PRLA  was    filed   for   land   already   subject    to   a   mining   claim. 

(e)  Eliminates  both  PRLA  reserves  with  legal  problems   and   reserves  which   lie   in   areas  judged  by  Department  personnel  to  be 

environmentally   questionable    for  mining. 
<fj       Booed    on    eutlmotea    of    reserves   wtlhout    lepal   or   environmental   questions.       *«»"»»    «    30-yesr   mine    life. 
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As  shown  in  Table  6,  currently  planned  1985  production  in  the  Powder 
River  region  appears  fully  sufficient  to  achieve  the  production  levels 
projected  by  DOE  for  1985.  In  contrast,  currently  planned  production 
is  198.6  million  tons  less  than  the  most  likely  1990  projected 
production  and  240.2  million  tons  less  than  the  high  1990  projection. 

Six  billion  tons  of  reserves  in  existing  Federal  leases  —  61  percent 
of  such  reserves  —  have  already  been  committed  to  planned  mines  in 
the  Powder  River  region.  There  are  3.9  billion  tons  (130  million 
tons  per  year  of  capacity)  of  remaining  reserves  in  existing  leases 
for  wnich  as  of  yet  there  are  no  mine  plans.  Some  of  these  reserves 
are  best  suited  for  gasification  and  production  of  other  reserves 
is  not  likely  to  occur  by  1986  for  other  reasons.  The  Geological  Survey 
estimates  likely  1986  production  in  the  Powder  River  region  from  reserves 
currently  without  mine  plans  at  only  7  million  tons  per  year. 

There  is  a  large  body  of  underground  reserves  in  PRLAs  in  the 
Powder  River  region  suitable  only  for  gasification.  Surface  minable 
PRIAs  have  a  production  potential  of  49  million  tons  per  year,  enough 
to  make  a  significant  contribution  if  they  are  in  desirable  locations. 

Substantial  additional  production  might  be  obtained  from  development 
of  Crow  and  Cheyenne  owned  coal.  There  is  not  much  other  non-Federal 
production  potential  in  the  region  without  new  Federal  leasing. 
The  better  quality  coal  in  the  Powder  River  region  is  located  in 
areas  where  ownership  is  almost  entirely  Federal,  in  checkerboard 
areas  and  on  Indian  reservations. 

The  environment  of  the  Powder  River  region  would  be  significantly 
affected  by  the  levels  of  coal  mining  currently  projected  for  it. 
75  percent  of  the  region's  average  annual  precipitation  of  14  inches 
falls  between  April  and  September.  Though  the  region  is  classified  as 
semi-arid,  it  varies  from  humid  in  some  years  to  arid  in  others  and 
is  never  predictable.  Thus,  the  climate  of  the  Powder  River  region 
militates  against  easy  reclamation  of  mined  lands. 

Air  quality  in  the  region  is  generally  good  at  present.  However,  by 
1990,  air  quality  with  respect  to  particulate  levels  may  be  significantly 
aegraded  under  currently  projected  levels  of  coal  development, 
unless  new  mitigation  measures  can  be  used. 
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Table  6 

Coal  Summary  Data 

Powder  River  Region 

1976  total  production:     37.4  million  tons 

1985  DOE  projected  production:     121.5   (low),   137.6   (medium), 
157.3  (high)  million  tons 

1990  DOE  projected  production:     291.9   (low),  417.7   (medium), 
459.3  (high)   million  tons 

Currently  planned  1985  production:     219.1  million  tons 

Likely  production  from  existing  Federal  leases  not  yet 
in  mine  plans:     7.0  million  tons 

PRLA  production  potential:     48.5  million  tons 

Total  planned  and  likely  production  plus  PRLA  production 
potential:     274.6  million  tons 

Percent  Federal  coal  ownership:     80  percent 

Indian  coal  reserves:     Major  high  quality  reserves  on  Cheyenne  and 
Crow  reservations  in  Montana 

Extent  of  checkerboard,  other  fragmented  non-Federal  coal 
ownership:  At  least  two- thirds  of  non-Federal  reserves 
require  complementary  Federal  coal  to  be  developed. 
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Surface  water  and  groundwater  quality  are  both  variable.  Although 
such  water  may  be  chemically  suitable  to  support  major  new  coal 
development,  the  quantity  of  water  available  may  be  limited. 
This  could  restrict  construction  of  conversion  facilities  and  slurry 
pipelines.  Coal  mining  itself  requires  little  water. 

Ranching  and  farming  are  the  predominant  lifestyles  in  the  region; 
however,  exploitation  of  oil,  gas,  and  uranium  resources  has  spurred 
mining  development  in  recent  years.  Although  population  growth  has 
been  generally  slow,  stability  has  been  disrupted  on  a  local  basis 
by  the  boom  town  phenomenon,  with  Gillette  and  Sheridan,  Wyoming, 
being  notable  examples.  As  a  result  of  increased  demand  for  water, 
labor,  and  land  associated  with  coal  development,  the  stability  of 
existing  lifestyles  and  socioeconomic  structure  in  this  coal  region 
is  threatened  by  projected  rapid  development. 

Table  7  shows  a  summary  analysis  of  the  most  likely  total  impacts  of  coal 
development  —  including  mining,  transportation  and  conversion  aspects  — 
in  the  Powder  River  region  under  various  Federal  leasing  alternatives. 
This  analysis  was  prepared  for  the  coal  management  programmatic  EIS 
and  was  based  on  the  June  1978  DOE  projections  of  coal  production  and 
on  other  information  available  during  the  preparation  of  the  programmatic 
EIS.  While  the  new  DOE  projections  updated  as  of  April  1979  are  revised 
somewhat,  the  basic  magnitudes  of  impacts  shown  are  still  valid,  especially 
the  relative  changes  from  one  alternative  to  another. 

The  environmental  impacts  of  new  Federal  coal  leasing  would  be  substantial 
by  1990.  Compared  with  no  Federal  leasing,  new  leasing  would  cause  a 
78  percent  greater  increase  in  coal-related  population.  Particulate 
emissions  would  increase  by  24  percent,  game  animal  losses  by  23  percent 
and  land  committed  to  coal  purposes  by  23  percent.  Federal  leasing  would 
have  very  minor  impacts  in  1985,  since  production  in  1985  is  not  affected 
by  new  Federal  leasing  in  this  region. 

Green  River-Hams  Fork  Region 

The  Green  River-Hams  Fork  region  is  the  second  most  important  Federal 
coal  region  in  terms  of  production  expected.  The  DOE  1985  most  likely 


Table  7 


REGIONAL  IMPACT  SUMMARY 
POWDER  RIVER  GOAL  REGION 


KEY   IMPACT  AREAS 

ALTERNATIVES 

NO   NEW 
LEAS  ING 

PREFERRED 
PROGRAM 

PRLA ' s 
ONLY 

EMERGENCY 

LEASING 

ONLY 

MEET 

INDUSTRY 

NEEDS 

MEET 

DOE 

GOALS 

STATE 
DETER- 
MINATION 

1983 

Base   Case 

PERCENT  CHANGE  FROM  NO  NEW  LEASING 

Coal    Production    (million    tons) 

204.8 

0 

0 

0 

+   9.8 

0 

+10.3 

Coal   Consumption    (million    tons) 

16.6 

0 

0 

0 

+    2.4 

-    1.8 

-  1.8 

Land   Committed    (acres) 

8.426 

+  0.2 

0 

+  0.1 

+    8.1 

-   0.4 

-   7.8 

Agriculture    (thousands    1974    $) 

23 

0 

0 

0 

+  8.7 

0 

-  8.7 

Population    (thousands) 

112.3 

+  0.5 

+  0.1 

+  0.3 

+11+  7  '; 

+  0.1 

-10.4 
-12.1 

Disabling  Accidents 

619 

-    5.0 

+  0.2 

-   1.3 

,   +   1.9 

-   5.0 

Water    (thousand   acre-feet) 

71.6 

0 

0 

0 

+  4.2 

-   1.4 

-   3.5 

Game   Animal   Losses 

3,410 

0 

0 

0 

+   7.9 

-   0.3 

-   7.9 

Particulate   Emissions    (tons) 

38,171 

+  0.6 

+  0.1 

+  0.2 

+   7.8 

-   0.1 

-   6.4 

Sulfur  Oxide   Emissions    (tons) 

13,337 

-   0.1 

-   0.1 

0 

+   3.4 

-   1.0 

-    1.3 

1990 

PERCENT  CHANGE  FROM  NO   NEW  LEASING 

+  2.6 

Coal    Production    (million   tons) 

305.0 

Iwlllllllll 

i+i*-3 

+   3.6 

-11.7 

Coal    Consumption    (million    tons) 

26.9 

+  2.6 

+  i.i 

0 

+  4.1. 

-   1.1 

Land   Committed    (acres) 

12,535 

:::   +11.6 

+   2.1 

■::-:-:^^&m---:>:>: 

-   9.3 

Agriculture    (thousands    1974    S) 

18 

+11.1 

0 

■  v-   -   "'     '■'   ''''''        ':;  ■_         ■.■   o  ..y-v.:. ■:■:..--.- 

-11.1 

Population    (thousands) 

91.1 

+   7.6 

;    -12.5 

Disabling  Accidents 

886 

+  P. 9 

1      +12.9      i:M 

+   1.2 

+  18.2 

+    9.0 

-15.7 

Water    (thousand   acre-feet) 

90.1 

+   7.6 

+  3.4 

-   0.6 

+  12.? 

+    7.3 

-  5.5 

Came   Animal    Losses 

2,530 

■iHVf  : '■;'■  v-;": 

'    +11.8    ;;:f 

+  2.8 

+     4.3 

'*=,.- 

+  9.1 

Particulate  Emissions    (tons) 

48,963 

' 

+11.8 

+   2.5 

Mii-MM 

-8.5 

Sulfur  Oxide   Emissions    (tons) 

16,161 

+  2.1 

+  0.4 

-   1.1 

+      4.3 

+  2.7 

j      -   3.2 

(a)  Represents  absolute  values  at  medium  level  production. 
Shading  Key:  [~~|  10  to  19%;  S   1  20  to  2< 
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production  projection  shows  the  region  supplying  27  percent  of 
total  Federal  coal  region  production  and  20  percent  of  total  western 
production  in  1985.  These  levels  fall  somewhat  to  17  and  15  percent, 
respectively,  in  1990. 

Of  all  the  Federal  coal  regions,  the  Green  River-Hams  Fork  region 
has  the  largest  relative  shortfall  of  planned  production  below  future 
projected  production.  It  is  the  only  Federal  coal  region  to  have  a 
shortfall  of  any  substantial  size  for  1985.  As  shown  in  Table  8, 
planned  1985  production  is  28.8  million  tons  less  than  the  1985  most 
likely  level  of  production  projected  by  DOE.  In  1990,  the  gap  between 
projected  and  planned  production  grows  to  52.7  million  tons  per  year. 

Existing  Federal  leases  are  already  heavily  committed  to  production  in 
this  region.  Eighty-one  percent  of  the  reserves  in  existing  Federal 
leases  in  the  Green  River-Hams  Fork  region  are  already  included  in 
planned  mines.  Of  the  remaining  19  percent  of  existing  lease  reserves, 
the  Geological  Survey  estimates  that  202  million  tons  (or  77  percent)  are 
of  sufficient  overall  quality  that  they  are  likely  to  be  produced. 
Nevertheless,  these  reserves  are  sufficient  to  support  only  about 
7  million  tons  per  year  of  production. 

There  are  only  150  million  tons  of  PRLA  reserves  in  the  Green  River- 
Hams  Fork  region  and  83  percent  of  these  reserves  are  suitable  for 
underground  mining,  which  does  not  have  high  prospects  in  this  region. 
There  are  only  27  million  tons  of  PRLA  reserves  without  legal  or 
environmental  questions,  barely  sufficient  for  a  mine  of  one  million 
tons  per  year  of  production. 

There  are  no  major  blocks  of  Indian  coal  that  could  be  developed 
in  the  region.  One- third  of  the  non-Federal  coal  in  the  region  is 
in  checkerboard  areas  in  Wyoming  where  it  requires  joint  development 
with  Federal  coal.  The  Colorado  part  of  the  region  contains  important 
non-Federal  deposits  capable  of  being  developed  by  themselves. 

There  would  be  significant  adverse  impacts  on  the  environment 
in  the  Green  River-Hams  Fork  region  resulting  from  projected 
levels  of  coal  development.  Although  overall  regional  air  quality 
is  very  good,  there  are  localities  like  Craig,  Colorado,  and 
Sweetwater  County,  Wyoming,  where  particulate  concentrations  exceed 
national  standards.  Increases  in  particulate  emissions  resulting  from 
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Table  8 

Coal  Summary  Data 

Green  River-Hams  Fork  Region 

1976  total  production:     25.7  million  tons 

1985  DOE  projected  production:   69.2  (low),   73.6   (medium), 
74.5  (high)  million  tons 

1990  DOE  projected  production:     102.8   (low),  102.5   (medium), 
113.2  (high)  million  tons 

Currently  planned  1985  production:     49.8  million  tons 

Likely  production  from  existing  Federal  leases  not  yet  in 
mine  plans:     6.8  million  tons 

PRLA  production  potential:     0.3  million  tons 

Total  planned  and  likely  production  plus  PRLA  production 
potential:     56.9  million  tons 

Percent  Federal  coal  ownership:     56.3  percent 

Indian  coal  reseves:     Minimal 

Extent  of  checkerboard,  other  fragmented  non-Federal  coal 
ownership:     Extensive  checkerboard  area  in  Wyoming  part  of 
region,  Colorado  part  has  sizeable  blocks  of  wholly  non-Federal 
coal 
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projected  coal  development  levels  will  generally  degrade  air  quality, 
especially  in  localties  that  are  already  near  to,  or  exceed,  national 
standards  for  particulates. 

A  serious  problem  is  expected  in  supplying  future  water  needs.  Though 
many  of  the  large  streams  in  the  region  are  perennial  (like  the  Green 
and  Yampa  Rivers),  most  of  the  tributaries  are  intermittent.  The 
region  is  subject  to  droughts.  Groundwater  found  in  alluvial 
deposits  is  of  good  quality  and  moderate  yields  can  be  obtained. 
However,  pumping  from  these  aquifers  is  restricted  by  the  states  because 
of  appropriated  water  rights  or  interference  with  nearby  stream  flows. 
In  general,  water  quality  throughout  the  region  has  not  been  fully 
explored . 

The  region  contains  vast  public  lands  and  large  ranches,  and  a  low 
population  density  (2.6  persons  per  square  mile  (1975  data)). 
Construction  of  additional  housing  has  not  kept  pace  with  demand  and 
there  is  currently  a  housing  shortage  in  many  of  the  region's 
communities.  The  large  increases  projected  in  coal-related 
population  by  1990  will  aggravate  this  situation  unless  appropriate 
measures  are  taken. 

The  agricultural  sector  currently  accounts  for  10  percent  of  the 
region's  work  force.  The  value  of  agricultural  crops  lost  due  to  mining 
is  forecast  to  be  significant  in  1990.  Serious  changes  in  the 
lifestyles  of  residents  in  the  region  will  occur  in  some  areas. 

Table  9  shows  the  summary  analysis  done  for  the  programmatic  EI3  of  the 
impacts  on  the  region  of  new  coal  development  under  various  coal 
management  program  alternatives.  These  impacts  are  greatest  in  1990. 
Compared  with  non-Federal  leasing,  new  leasing  would  cause  51  percent 
increase  in  regional  coal-related  population.  Particulate  emissions 
would  rise  by  13  percent,  game  animal  losses  by  17  percent  and  land 
committed  to  coal  purposes  by  17  percent. 

Uinta-Southwestern  Utah  Region 

The  Uinta-Southwestern  Utah  region  contains  relatively  desirable  high 
Btu  coal,   although  mainly  suitable  for  more  costly  underground  mining. 
It  has  4.5  billion. in  recoverable  reserves  in  existing  Federal  leases, 
second  only  to  existing  lease  reserves  in  the  Powder  River  region. 
As  shown  in  Table  10,  currently  planned  production  in  this  region 
is  47.2  million  tons  per  year,  much  above  DOE's  projected  production 


Table  9 


REGIONAL  IMPACT  SUMMARY 
GREEN  RIVER  -  HAMS  FORK  COAL  REGION 


ALTERNATIVES 

KEY   IMPACT  AREAS 

NO  NEW 
LEASING 

PREFERRED 
PROGRAM 

PRLA's 
ONLY 

EMERGENCY 

LEASING 

ONLY 

MEET 

INDUSTRY 

NEEDS 

MEET 

DOE 

GOALS 

STATE 
DETER- 
MINATION 

1985 

(a) 
Base   Case 

PERCENT    CHANGE   FROM  NO   NEW   LEASING 

-  1.1 

Coal    Production    (million    tons) 

76.0 

+  5.2 

+   2.5 

+   1.3            | 

+  6.1 

Coal   Consumption    (million   tons) 

18.0 

+   2.7 

-   1.1 

o 

-    4.4 

Land   Committed    (acres) 

8,210 

+  4.4 

+   1.3 

+   1.0 

1 

— 

-17.7 

Agriculture    (thousands   1974    $) 

58 

+  5.2 

+   1.7 

+   1.7 

: 

-17.2 

Population    (thousands) 

45.4 

+   7.3 

+   2.9 

+  1.5 

:;f      .•'             .' 

-2 1.6 

Disabling  Accidents 

312 

-  1.3 

+   3.5 

-  0.3 

<~n.r> 

+TJ.7 

Water    (thousand   acre-feet) 

66.7 

+  2.9 

-  0.6 

+  0.3 

+  9.0 

+  7.6 

-  0.8 

Came  Animal   Losses 

1,650 

+  4.8 

+   2.4 

+  7.9 

WM&Ml 

siiii 

-16.4- 
-11.4 

+  0.5 

Particulate   Emissions    (tons) 

17,758 

+   3.8 

+   1.0 

+  0.8 

r 

Sulfur   Oxide   Emissions    (tons) 

14,062 

+   2.1 

-   0.7 

+  0.2 

+  6.1                +  4.1 

1990 

PERCENT  CHANGE  FROM  NO  NEW  LEASING 

Coal    Production    (million   tons) 

98.7 

+  2.3 

+  5.5 

if. 

■S!'W:;is:;s- 

Coal    Consumption    (million    tons) 

18.1 

+  1.7 

+  0.6 

V*#*K1 

+  0.6 

Land   Committed    (acres) 

9,822 

:     +16:,  7 

-  0.8 

+  1.9 

MitWSl 

'      '      '  :  '      ':      '   ■ 

-   3.2 

Agriculture    (thousands    1974    S) 

35 

-1-17.1 

0 

+   2.9 

-   2.9 

Population    (thousands) 

24.0 

-   6.7 

+   1.2 

j 

Disabling  Accidents 

447 

-10. 1 

+   3.6 

+   3.8 

+  6.2 

J0±i 

Water    (thousand   acre-feet) 

58.6 

+   2.9 

-   7.7 

-   8.2 

+   9.0 

-  6.8 

Game   Animal    Losses 

955 

+17.3 

-    1.0 

-   2.1 

: 

Particulate   Emissions    (tons) 

19,693 

+12.9 

-   0.9 

+  0.5 

S      :::«;«■ 

Sulfur   Oxide   Emissions    (tons) 

14,545 

+  1.2 

-   5.1 

-  5.8 

+  4.1 

+  2.4 

1 

to 


(a)  Represents  absolute  values  at  medium  level  production 
Shading  Key:      :  10  to  19%;   |   H 20  to  29%; 


D3o% 


and  greater 
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Table  10 

Coal  Summary  Data 

Uinta-Southwestern  Utah  Region 

1976  total  production:  10.1  million  tons 

1985  DOE  projected  production:  14.4  (low),  14.5  (medium), 
1J.9  (high)  million  tons 

19oS  ?°? J?r°Jected  Production:  16.9  (low),  17.3  (medium), 
20.6  (high)  million  tons 

Currently  planned  1985  production:  47.2  million  tons 

Likely  production  from  existing  Federal  leases  not  yet 
in  mine  plans:  23.3  million  tons 

PRIA  production  potential:  13.2  million  tons 

Total  planned  and  likely  production  plus  PRLA  production 
potential:  83.7  million  tons 

Percent  Federal  coal  ownership:     82.9  percent 

Indian  coal  reserves:     Minor   importance 

Extent  of  checkerboard,  other  fragmented  non-Federal 

coal  ownership:     No  checkerboard,  considerable  fragmentation  of 
other  non-Federal  holdings 
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for  either  1985  or  1990.  This  may  reflect  in  part  the  influence  of 
diligent  development  regulations  and  in  part  the  favorable  attitude 
of  the  Utah  State  government  towards  coal  and  power  development. 
The  DOE  projections  are  more  questionable  in  this  region  than  in  other 
regions,  however,  because  of  unusually  poor  reserve  data  and  lack  of 
good  cost  estimates  for  underground  mining  in  the  West. 

There  are  large  amounts  of  reserves  in  existing  Federal  leases  — 
2.6  billion  tons  —  that  have  no  mining  plans  as  of  yet.  Likely  annual 
production  from  these  reserves  is  23.3  million  tons.  There  are  also 
more  than  400  million  tons  of  reserves  in  PRLAs  without  legal  or 
environmental  questions,  sufficient  for  annual  production  of  13  million 
tons. 

Coal  production  in  the  Uinta-Soutnwestern  Utah  Region  is  highly  dependent 
on  the  availability  of  Federal  coal.  This  region  has  the  highest 
percentage  of  Federal  coal  ownership  —  83  percent  —  among  the  Federal 
coal  regions.  There  are  no  checkerboard  lands  in  the  region  or  Indian 
coal  in" which  there  is  major  current  development  interest. 

The  low  rainfall  environment  of  the  Uinta- Southwestern  Utah  region 
would  be  very  sensitive  to  new  coal  development.  Air  quality  in  the 
region  is  currently  well  within  National  Ambient  Air  Quality  Standards 
in  rural  areas.  Problems  do  exist,  however,  in  closed  valleys  where 
industrial  and  urban  emissions  become  trapped.  Since  coal  operations 
will  take  place  where  adverse  temperature  inversions  are  expected  to 
occur,  localized  problems  are  likely  to  be  experienced  in  1985. 

Most  streams  in  the  region  diminish  in  size  as  they  flow  from  the  mountains, 
This  seeming  contradiction  is  due  to  a  combination  of  low  precipitation _ 
in  the  valleys  coupled  with  high  evaporation  and  diversions  for  irrigation. 
Tributaries  originating  at  lower  elevations  are  intermittent.  New  coal 
development  is  likely  to  draw  down  more  of  the  existing  short  supplies 
in  the  region  and  also  to  further  degrade  water  quality  by  subjecting 
more  land  to  erosion. 

The  region  experienced  a  uranium  boom  following  World  War  II.  When 
the  danand  eased,  the  uranium- induced  population  left  the  area.  Housing 
stocks  used  by  the  uranium  boom- induced  population  have  deteriorated 
such  that  existing,  habitable  stocks  of  vacant  housing  are  inadequate 
to  meet  the  needs  of  projected  coal- induced  population  increases. 
Existing  population  centers  are  far  apart  and  distant  from  the  coal 
deposits.  Many  communities  have  housing  shortages  and  social  services 
are  limited. 
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Table  11  shows  the  summary  analysis  done  for  the  programmatic  EIS 
of  the  environmental  impacts  on  the  region  of  new  coal  development 
under  various  coal  management  program  alternatives.  As  in  other  regions, 
the  greatest  impacts  are  experienced  in  1990.  However,  in  this  region 
new  Federal  leasing  would  cause  regional  production  to  decline.  With 
new  Federal  leasing  greater  production  occurs  in  the  Powder  River 
and  Green  River-Hams  Fork  regions,  thereby  causing  a  16  percent  decline 
in  the  Umta-Southwestern  Utah  region  as  compared  with  no  leasing. 
This  decline  would  cause  a  16  percent  smaller  increase  in  coal-related 
population.  It  would  also  cause  a  6  percent  decline  in  particulate 
emissions,  a  10  percent  decrease  in  game  animal  losses  and  an  11  percent 
decline  in  land  committed  to  coal  purposes. 

Fort  Union  Region 

The  Fort  Union  region  contains  huge  reserves  of  low  quality  lignite. 
In  addition  to  use  for  onsite  power  generation,  these  reserves  have' 
been  much  discussed  as  a  potential  basis  for  significant  synthetics 
production.  As  shown  in  Table  12,  currently  planned  production  in  the 
Fort  Union  region  is  slightly  less  than  projected  in  1985  and 
considerably  less  in  1990. 

Production  potenital  of  PRIAs  and  of  existing  Federal  leases  for  which 
mine  plans  have  not  been  submitted  is  about  20  million  tons.  The 
Fort  Union  region  has  the  second  highest  non-Federal  coal  ownership  — 
61  percent  —  of  the  Federal  coal  regions.  There  is  also  significant 
private  ownership  of  the  surface  over  Federal  coal.  Although  around 
one-third  of  the  non-Federal  reserves  are  contained  in  checkerboard 
areas,  the  remaining  two- thirds  possess  significant  development  potential 
that  is  not  dependent  on  the  availability  of  Federal  coal.  Some  major 
Indian  coal  holdings  are  found  in  the  region. 

Because  of  greater  precipitation,  the  environment  of  the  Fort  Union 
region  is  somewhat  less  sensitive  to  new  coal  development.  Air  quality 
in  the  region  is  well  within  National  Ambient  Air  Quality  Standards 
especially  for  particulates  and  sulfur  dioxide.  Groundwater  is  available 
throughout  the  region,  but  only  in  small  to  moderate  amounts.  Surface 
water  is  limited  throughout  the  region,  except  for  those  areas  adjacent 
to  the  Missouri  and  Yellowstone  Rivers. 


Table  11 

REGIONAL  IMPACT  SUMMARY 
UINTA-SOUTHWESTERN  UTAH  COAL  REGION 


ALTERNATIVES 

KEY  IMPACT  AREAS 

NO  NEW 

LEASING 

PREFERRED 
PROGRAM 

PRLA's 
ONLY 

EMERGENCY 

LEASING 
ONLY 

MEET 

INDUSTRY 

NEEDS 

MEET 

DOE 

GOALS 

STATE 

DETER- 
MINATION 

1985 

r        <a> 
Rase  Case 

PERCENT  CHANGE  FROM  HO  NEW  LEASING 

Coal  Production  (million  tons) 

29.6 

+1.3 

+1.3 

+0.3 

+18.2 

-10.8 

-0.6 

Coal  Consumption  ('million  tons) 

17.8 

+2.8 

+0.6 

+1.1 

+3.9 

+2.8 

+2.8 

Land  Committed  (acres) 

2,793 

+2.8 

+0.7 

+1.1 

+6.6 

+0.6 

+2.1 

Agriculture  (thousands  1974  S) 

4 

0 

0 

0 

0 

0 

0 

Population  (thousands) 

42.2 

+2.4 

+1.2 

+0.9 

+19.2 

-9.0 

+0.9 

Disabling  Accidents 

748 

+0.9 

+0.7 

+0.7 

+14.7 

-8.4 

+0.9 

Water  (thousand  acre-feet) 

61.8 

2.7 

0.3 

1.1 

4.4 

2.2 

2.7 

Came  Animal  Losses 

280 

+3.8 

+3.8 

+3.8 

+7.1 

+3.8 

+3.8 

Particulate  Emissions  (tons) 

15,422 

+2.3 

+0.6 

+0.9 

+7.9 

-1.1 

+1.8 

Sulfur  Oxide  Emissions  (tons) 

16,841 

+2.6 

+0.3 

+0.1 

+3.9 

+2.7 

+2.7 

1990 

PERCENT  CHANGE  FROM  NO  NEW  LEASING 

Coal  Production  (million  tons) 

45.0 

-15.8 

-7.5 

-1.6 

+1.0 

-2.8 

+6.0 

Coal  Consumption  (million  tons) 

20.6 

+  5.8 

-  0.5 

+  0.5 

+  6.8 

+  5.8 

+  1.5 

Land  Committed  (acres) 

3,439 

-11.2 

-5.2 

-1.4 

+1.1 

-3.9 

+4.2 

Agriculture  (thousands  1974  $) 

2 

0 

0 

0 

0 

0 

0 

Population  (thousands) 

37.1 

-15.8 

-6.1 

-1.6 

-6.3 

-U.J 

-5.4 

Disabling  Accidents 

1,097 

-9.9 

-15,2 

-0.4 

+7.4 

}  -J  3  .6 

Wnter  (thousand  acre-feet) 

70.8 

0 

-5.8 

-4.8 

1.9 

-1.8 

-4.5 

Came  Animal  Losses 

175 

-10.0 

0 

0 

0 

0 

+10.0 

Particulate  Emissions  (tons) 

20,548 

-5.9 

-2.2 

-0.9 

+2.0 

+14,4     I  +3.5 

Sulfur  Oxide  Emissions  (tons) 

19,713 

+0.7 

0 

-1.1 

+0.3 

+  0.6 

-2.2 

(a)  Represents  absolute  values  at  medium  level  production. 

I  20  to  29%;  I 


Shading  Key: 


10  to  19%; 


i'^:-':':,:';'^i 
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Table  12 
Coal  Summary  Data 
Fort  Union  Region 

1976  total  production:     11.4  million  tons 

1985  DOE  project  production:     24.9   (low),  27.7   (medium), 
27.7  (high)  million  tons 

1990  DOE  projected  production:     32.2  (low),  32.3  (medium), 
32.2  (high)  million  tons 

Currently  planned  1985  production:     21.8  million  tons 

Total  of  likely  production  from  existing  Federal  leases 
not  yet  in  mine  plans  plus  PRLA  production  potential: 
19.7  million  tons 

Total  planned  and  likely  production  plus  PRLA 
production  potential:     41.5  million  tons 

Percent  Federal  coal  ownership:     39  percent 

Indian  coal  reserves:     Substantial 

Extent  of  checkerboard,  other  fragmented  non-Federal 
coal  ownership:     Considerable  checkerboard,  large  non-Federal 
noldings  that  can  be  developed  by  themselves 


29 


The  infrastructure  of  the  region  is  typically  rural  western.  Increases 
in  social  demands  due  to  population  growth  associated  with  increased 
coal  development  will  strain  projected  limited  service  facilities. 
Agriculture,  presently  a  dominant  pursuit  in  the  region,  may  have  to 
give  way  to  coal-related  development.  The  lifestyles  of  the  older 
residents  may  be  adversely  affected  by  coal  resource  development 
and  new  residents. 

Table  13  shows  the  summary  analysis  done  for  the  programmatic  EIS 
of  the  environmental  impacts  on  the  region  of  new  coal  development 
under  various  management  program  alternatives.  Compared  with  no 
Federal  leasing,  new  leasing  would  cause  fairly  small  increases  in 
adverse  environmental  impacts  in  1985.  In  1990,  new  leasing  would 
cause  a  reduction  in  adverse  environmental  impacts.  This  would  be 
due  to  reduced  coal  production  in  the  Fort  Union  region  as  production 
shifted  to  newly  available  Federal  coal  in  the  Powder  River  region. 
As  compared  with  no  leasing  by  1990,  new  Federal  leasing  would  cause 
a  16  percent  smaller  rise  in  coal-related  population.  Particulate 
emissions  would  drop  by  3  percent  in  1990  and  land  committed  to 
coal  purposes  by  6  percent. 

San  Juan  Region 

The  San  Juan  River  region  has  locational  advantages  because  of  its 
relatively  short  transportation  distances  to  major  southwest  and  southern 
California  population  centers.  As  in  the  Powder  River  region,  the 
coal  is  mainly  subbituminous  obtainable  by  surface  mining.  However, 
the  seams  are  much  less  thick  than  in  the  Powder  River  region,  resulting 
in  higher  mining  costs.  As  shown  in  Table  14,  currently  planned  production 
in  the  San  Juan  River  region  substantially  exceeds  DDE  projected  production 
for  both  1985  and  1990. 

There  are  303  million  tons  of  reserves  in  existing  Federal  leases  not 
yet  included  in  mine  plans.  Of  these,  254  million  tons  are  considered 
likely  to  be  producing,  sufficient  to  sustain  8.5  million  tons  per  year 
of  production. 

There  is  potential  for  about  13  million  tons  per  year  in  production 
from  PRLAs  without  legal  or  environmental  questions.  The  total  PRLA 
reserves  of  1.5  billion  tons  could  eventually  provide  considerably 
greater  production,  but  at  present  many  PRLAs  have  legal  or  environ- 
mental questions. 

The  San  Juan  River  region  has  a  relatively  high  share  of  Federal  coal 
ownership  —  73  percent.  Nevertheless,  it  has  significant  non-Federal 
production  potential  on  the  Navajo  Indian  reservation  and  on  some  sizeable 
individual  non-Federal  coal  holdings.  The  southern  part  of  the  region 
contains  railroad  checkerboard  lands. 


Table  13 

REGIONAL  IMPACT  SUMMARY 
FORT  UNION  COAL  REGION 


KEY  IMPACT  AREAS 

ALTERNATIVES 

NO  NEW 
LEASING 

PREFERRED 
PROGRAM 

PRLA's 
ONLY 

EMERGENCY 

LEASING 

ONLY 

MEET 

INDUSTRY 

NEEDS 

MEET 

DOE 

GOALS 

STATE 
DETER- 
MINATION 

1985 

Base   Case    ' 

PERCENT   CHANGE  FROM  NO 

NEW  LEASING 

Coal    Production    (million    tons) 

31.9 

0 

0 

0 

:  1+15.  6 

lli|illif§  +17.2": 

Coal   Consumption    (million   tons) 

19.8 

+11.6          +11.6 

+11.6 

+2.5 

Land   Committed    (acres) 

4,190 

+  7.5 

+  7.5 

+   7.5 

!:>W-3:;:: 

'   :^J£iS-V.::i 

Agriculture    (thousands    1974    $) 

265.0 

+   7.5 

+   7.5 

+  7.5 

.+1:7.7 

;        "11,  $    ■     I 

: 

Population    (thousands) 

22.4 

+12.1 

+12.5 

+12.5 

;:|i;l:|::::  ■W 

"■"'■■'•'-->        WMMm 

Disabling  Accidents 

378 

0 

0 

0 

+6.1 

-6.9 

•■li\\-  ". 

Water    (thousand   acre-feet) 

55.5 

+14.2 

+14.2 

+14.2 

.  .■     .  .        :      : 

1.8 

Game  Animal  Losses 

1,780 

+  6.7 

+  6.7 

+  6.7 

■-lii, R 

+1S.5 

Particulate   Emissions    (tons) 

12,017 

+10.7 

+10.7 

+10.7 

-5.5 

Sulfur   Oxide    Emissions    (tons) 

12,110 

+   7.1 

+   7.1 

+   7.2 

+1.4 

:+.ii.:6: '';: 

1990 

PERCENT    CHANCE    FROM  NO 

HEW  LEASING 

Coal    Production    (million   tons) 

51.0 

^l?r8:       -: 

-    7.0                  -   0.7 

+1.7 

iU'sisfiill  +6  • '- 

CoaJ    Consumption    (million    tons) 

44.8 

-  1.8 

•  -   0.4 

+0.2 

+  4.7 

■   +  o.s 

Land   Committed    (acres) 

8,517 

-   5.8 

-   1.3 

+   1.3 

+5.1 

umm  +,.3  ' 

Agriculture    (thousands    1974    S) 

269 

-   5.9 

-   1.1 

+   1.1 

+5.2 

■'       "--<"■!- 

+4.1 

Population    (thousands) 

60.2 

-15.9 

-   8.8 

-  4.7 

-6.3 

Html!! 

-8.4 

-9.5 

Disabling   Accidents 

538 

-   2.6 

-   1.3 

-   0.3 

+2.4 

-0.2 

Water    (thousand   acre-feet) 

141.7 

-  0.5 

+   1.5 

+   2.5 

6.7 

-12.6  ■  p: 

3.6 

Game    Animal   Losses 

1,805 

+   5.8 

-   1.4 

+  1.1 

+4.7 

'     ■•■'■'■  ^J'.l 

+3.9 

Particulate  Emissions    (tons) 

27,832 

-   3.0 

+  0.4 

+   2.2 

+6.0 

-18.6       : 

+4.2 

Sulfur   Oxide   Emissions    (tons) 

23,435 

-  0.3 

+  1.0 

+   1.5 

+5.3 

-6.8 

+1.8 

(a)  Represents  absolute  values  at  medium  level  production 
I  10  to  19%;  \~'/'\  20  to  29%; 


Shading  Key: 


o 


30%  and  greater 


31 


Table  14 

Coal  Summary  Data 

San  Juan  River  Region 

1976  total  production:     8.8  million  tons 

1985  DOE  projected  production:     13.3  (low),  13.4  (medium), 
13.8  (high)  million  tons 

1990  DOE  projected  production:     15.4  (low),  16.8   (medium), 
22.5   (high)  million  tons 

Currently  planned  1985  production:     24.0  million  tons 

Likely  production  from  existing  Federal  leases  not 
yet  in  mine  plans:     8.5  million  tons 

PRLA  production  potential:     11.3  million  tons 

Total  planned  and  likely  production  plus  PRLA  proauction  potential: 
43.8  million  tons 

Percent  Federal  coal  ownership:     77.3  percent 

Indian  coal  reserves:     Extensive  on  Navajo  reservation 

Extent  of  checkerboard,  other   fragmented  non-Federal 

coal  ownership:     Some  checkerboard,   some  sizeable  blocks 
of  non-Federal  coal 
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The  environment  of  the  San  Juan  River  region  is  fragile.  The  quantity 
and  quality  of  water  required  to  support  any  additional  coal  development 
in  the  region  are  a  critical  issue.  The  region  is  essentially  a  desert- 
environment.  The  quality  of  groundwater,  where  it  can  be  found,  is  only 
fair.  Currently,  pumping  to  support  coal  and  uranium  mining  in  the 
Gallup,  New  Mexico,  area  exceeds  aquifer  replacement  capabilities. 
Annual  precipitation  is  generally  less  than  10  inches  for  most  of 'the 
region.  An  aggravating  factor  is  that  potential  evaporation  exceeds 
normal  precipitation  many  times  over.  Only  the  San  Juan  River  receives 
flow  from  outside  the  region.  Surface  reservoirs  have  been  constructed 
to  store  the  region's  water  and  to  control  the  floods  created  by  summer 
thunderstorms  and  spring  snowmelt. 

The  region  already  has  a  substantial  population  base  —  351,000  people 
in  1975.  Hence,  the  overall  impacts  on  the  social  environment  of  moderate 
levels  of  coal  development  would  not  be  severe.  Cultural  conflicts 
could,  however,  be  significant.  Local  areas  could  experience  major 
disruptions.  J 

Table  15  shows  the  summary  analysis  done  for  the  programmatic  EIS 
of  the  environmental  impacts  on  the  region  of  new  coal  development 
under  various  coal  management  program  alternatives.  The  impacts 
of  new  Federal  leasing  in  1985  would  be  very  small,  reflecting 
^.^^  amount  of  already  committed  production  to  meet  1985  needs 
By  1990,  impacts  would  be  much  more  substantial.  As  compared  with  no 
leasing,  production  displacement  resulting  from  new  Federal  leasing  would 
cause  a  16  percent  smaller  decrease  in  regional  coal-related  population. 
Particulate  emissions  would  decline  by  6  percent,  game  animal  losses 
by  10  percent  and  land  committed  to  coal  purposes  by  11  percent. 

Denver-Raton  Mesa  Region 

The  Denver-Ration  Mesa  region  has  the  lowest  projected  production  of 
any  of  the  Federal  coal  regions  —  5.1  million  tons  in  1985  and 
5.6  million  tons  in  1990  under  most  likely  assumptions.  As  shown 
in Table  16,  currently  planned  production  is  3.0  million  tons.  However, 
i   L?^   C510n.frCm  existin<3  Federal  leases  not  yet  in  "mine  plans, 
plus  PRLA  production  potential,  total  23.6  million  tons,  more  than 
adequate  to  provide  for  projected  production  levels. 


Table  15 

REGIONAL  IMPACT  SUMMARY 
SAN  JUAN  RIVER  COAL  REGION 


KEY  IMPACT  AREAS 

ALTERNATIVES 

NO  NEW 
LEASING 

PREFERRED 
PROGRAM 

PRLA's 
ONLY 

EMERGENCY 

LEASING 

ONLY 

MEET 

INDUSTRY 

NEEDS 

MEET 

DOE 

GOALS 

STATE 
DETER- 
MINATION 

1985 

Base  Case 

PERCENT  CHANGE  FROM  NO  NEW  LEASING 

Coal  Production  (million  tons) 

24.8 

+0.8 

0 

0 

-10.8 

-1.1 

,:  +18.6  : 

Coal  Consumption  (million  tons) 

8.9 

0 

0 

0 

-1.1 

land  Committed  (acres) 

3,100 

+0.3 

-0.2 

-0.2 

+13,2 

Agriculture  (thousands  1974  3) 

2 

0 

0 

0 

0 

0 

0 

Population  (thousands) 

12.8 

+1.6 

-0.8 

-0.8 

+io;8 

' 

+l;2:fvi:  ::::i:; 

Disabling  Accidents 

186 

+1.1 

+0.5 

+1.1 

Water  (thousand  acre-feet) 

32.6 

0 

-0.5 

-0.5 

— — -- --rr 

•»» 

Game  Animal  Losses 

50 

0 

0 

0 

Particulate  Emissions  (tons) 

9,891 

+0.3 

-0.4 

-0.4 

+6.6 

-12  3  : 

+9.2 

Sulfur  Oxide  Emissions  (tons) 

7,327 

0 

-0.5 

-0.5 

-0.1 

+12.5 

-0.2 

1990 

PERCENT  CHANGE  FROM  NO  >. 

EW  LEASING 

Coal  Production  (million  tons) 

59.4 

-15.8 

-7.5 

-1.6 

+1.0 

-2.8 

+6.0 

Coal  Consumption  (million  tons) 

13.4 

+  1.5 

+  1.5 

0 

+  0.7 

+  1.5 

-  1.5 

Land  Committed  (acres) 

6,430 

-11 . 2 

-5.2 

-1.4 

+1.0 

-3.9 

+4.2 

Agriculture  (thousands  1974  S) 

? 

0 

0 

0 

0 

0 

0 

Population  (thousands) 

44.3 

-15,8 

-6.1 

-1.6 

-6.3 

-11.5 

-5.4 

Disabling  Accidents 

33-7 

-7.1 

-3.3 

-0.3 

+2.1 

0 

+3.3 

Water  (thousand  acre-feet) 

41.6 

-0.9 

-0.6 

-1.0 

0.4 

-0.7 

-1.2 

Game  Animal  Losses 

50 

-ID 

0 

0 

0 

0 

+10 

Particulate  Emissions  (tons) 

16,264 

-5.9 

-2.2 

-0.9 

+2.0 

-14.4 

+5 .  3 

Sulfur  Oxide  Emissions  (tons) 

8,127 

+0.7 

0 

-1.1 

+0.3 

-1.1 

-2.2 

(a)  Represents  absolute  values  at  medium  level  production. 

■'.'.i'V.-'J 


Shading  Key: 


to  19%;  ;.   ■■  ] 


20  to  29%; 


30%  and  greater 
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Table  16 

Coal  Summary  Data 

Denver-Raton  Mesa  Region 

1976  total  production:     1.9  million  tons 

1985  DOE  projected  production:     6.1   (low),  5.1   (medium), 
4.7  (high)  million  tons 

1990  DOE  projected  production:     6.5  (low),  5.6- (medium) , 
6.9   (high)  million  tons 

Currently  planned  1985  production:     3.0  million  tons 

Total  likely  production  from  existing  Federal  leases  not  yet 

in  mine  plans  plus  PRLA  production  potential:     20.6  million  tons 

Total  planned  and  likely  production,  plus  PRLA  production 
potential:     23.6  million  tons 

Percent  Federal  coal  ownership:     17.8  percent 

Indian  coal  reserves:     not  important 

Extent  of  checkerboard,  other  fragmented  non-Federal  coal  ownership: 
No  checkerboard,  extensive  large  non-Federal  holdings 
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The  Denver -Raton  Mesa  region  has  the  highest  percentage  of  non-Federal 
coal  ownership  —  83  percent  —  among  the  Federal  coal  regions.     Most 
of  this  non-Federal  coal  is  not  dependent  on  the  availability  of 
Federal  coal  for   its  development.     Federal  coal  leasing  thus  is  less 
significant  for  the  future  of  coal  mining  in  the  Denver-Raton  Mesa 
region  than  for  other  Federal  coal  regions. 

The  low  levels  of  coal  development  projected  would  probably  not  have 
a  major  impact  on  the  environment  of  the  Denver-Raton  Mesa  region. 
Overall  air  quality  in  the  region  is  quite  good;   however,   there  are 
areas  where  it  fails  to  meet  National  Ambient  Air  Quality  Standards. 
This  degradation  is  primarily  due  to  automotive  emissions  coupled 
with  temperature  inversions  in  the  Denver  metropolitan  area. 

Water   is  in  short  supply  in  the  region.     It  is  imported  from  western 
Colorado  to  meet  regional  municipal,   irrigational,  and   industrial 
needs.     The  demands  for  water  to  support  new  coal  development  would 
aggravate  the  situation. 

The  region  has  seen  rapid  population  growth  during   the  last  15  years 
(about  a  35  percent  increase).     Public  service  facilities  in  the 
Denver  portion  of  the  region  are  well-developed  and  can  be  expanded 
to  meet  coal  development  requirements.     However,  this  is  not  necessarily 
the  case  in  the  Raton  Mesa  section  of  the  region  where  communities 
are  small  and  less  able  to  handle  rapid  growth. 

Table  17  snows  the  sunmary  analysis  done  for  the  programmatic  EIS 
of  the  environmental  impacts  on  the  region  of  new  coal  development 
under  various  coal  management  alternatives.     Only  minor   impacts  would 
oe  caused  by  new  Federal  leasing  in  either  1985  or  1990.     This  reflects 
the  small  amount  of  production  projected  for  the  region  and  the  large 
amounts  of  non-Federal  coal  available  if  Federal  coal  is  not  leased. 


III.  The  National  Energy  Impact  of  no  Further  Federal  Leasing 

The  impacts  on  national  energy  supplies  of  not  leasing  any  more  Federal 
coal  can  be  estimated  by  a  with-and-without  method  widely  used   for 
benefit-cost  studies  in  the  water  resource  and  other   fields.     One  first 
estimates  what  would  happen  with  full  leasing  of  Federal  coal  and  then 
what  would  happen  without  such  leasing.     The  impact  of  not  leasing  Federal 
coal  is  then  the  difference  between  the  two  results. 


Table  17 

REGIONAL  IMPACT  SUMMARY 
DENVER-RATON  MESA  COAL  REGION 


KEY  IMPACT  AREAS 

ALTERNATIVES 

NO  NEW 
LEASING 

PREFERRED 
PROGRAM 

PRLA's 
ONLY 

EMERGENCY   j    MEET 
LEASING     INDUSTRY 
ONLY        NEEDS 

MEET 

DOE 

COALS 

STATE 

DETER- 
MINATION 

1985 

(a) 
Base  Case 

PERCENT  CHANGE  FROM  NO  NEW  LEASING 

Coal  Production  (million  tons) 

5.0 

0.0 

0.0 

0.0 

::-:.:-c»:.: 

i-.^.;^"'.  ;■: 

liil'llllll 

Coal  Consumption  (million  tons) 

20.0 

+5.5 

+5.5 

+5.0 

+10,5 

:i;i4'ii;?.-.^: 

-0.5 

Land  Committed  (acres) 

2,921 

+4.3 

+4.1 

+4.1 

+15.2 

::  :■•!:■■■•■-.■  ■ 

+6.3 

Agr ieulture  (thousands  1974  S) 

228 

+4.4 

+3.5 

+3.9 

.   : 

+6.4 

Population  (thousands) 

25.6 

+4.7 

+4.3 

+4.3 

'      ./ 

«?,5::;;..;;: 

+8.2 

Disabling  Accidents 

391 

0 

-0.2 

+0.2 

+2.8 

+1.0 

+5.1 

Water  (thousand  acre-feet) 

67.1 

4.9 

4.7 

4.7 

9.8 

l? A  :   ;:■ 

-0.6 

Game  Animal  Losses 

460 

+4.3 

+4.3 

+4.3 

+1.7 .;  4 

Mm[B[ 

+4.3 

Particulate  Emissions  (tons) 

12,674 

+3.4 

+3.2 

+3.4 

+8.8 

;-^is 

+1.7 

Sulfur  Oxide  Emissions  (tons) 

12,520 

+2 

+1.9 

+2 

+6.3 

+8.7 

+0.1 

1990 

PERCENT  CHA.NCE  FROM  NO  NEK  LEASING 

Coal  Production  (million  tons) 

10.7 

-6.5 

-1.8 

-0.9 

-6.5 

-3.7 

Coal  Consumption  (million  tons) 

29.6 

+  2.4 

0 

+  0.3 

+  5.1 

+  5.7 

-  5.1 

Land  Committed  (acres) 

4,523 

+2 

-1.8 

-1.5 

+6.2 

+0.5 

-5.5 

Agriculture  (thousands  1974  $) 

177 

0 

-1.7 

-1.7 

+6.2 

+0.6 

-5.6 

Population  (thousands) 

38.7 

-5.7 

-6.5 

-7 

-15,5  :jU:; 

lllllif:! 

-17.3;  >  'i 

Disabling  Accidents 

346 

-1.7 

-0.9 

-0.9 

-]  .4 

-7.5 

-2.6 

Water  (thousand  acre-feet) 

99.2 

0 

-2.4 

-1.9 

2.7 

2.8 

-7.3 

Game  Animal  Losses 

360 

0 

+2.8 

-2.8 

+5.6 

0 

-5.fi 

Particulate  Emissions  (tons) 

20,683 

+0.9 

-0.6 

-1.0 

+1.3 

-7.0 

-4.3 

Sulfur  Oxide  Emissions  (tons) 

17,985 

+0.6 

-1.2 

-1.1 

+2.6 

+3.1 

-4.1 

(a)  Represents  absolute  values  at  medium  level  production. 
Shading  Key:        10  to  19%; 
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The  DOE  coal  production  projections  represent  an  estimate  of  the  coal 
production  outcome  under  an  assumption  of  full  Federal  leasing.  In 
making  the  DOE  projections,  Federal  coal  is  assumed  to  be  available 
as  needed  to  supply  the  Nation's  coal  requirements. 

with  Federal  coal  available,  it  is  possible  to  achieve  a  given  regional 
production  level  by  mining  the  most  desirable  sites  (having  the  lowest 
overall  environmental  and  economic  costs)  in  each  Federal  coal  region. 
At  least  in  concept,  one  can  array  all  the  potential  sites  for  new 
coal  production  in  a  region  from  most  desirable  to  least  desirable, 
in  Federal  coal  regions,  because  of  the  high  Federal  share  of 
ownership  and  the  frequently  interspersed  Federal  and  non-Federal 
land  pattern,  the  majority  of  potential  mines  require  Federal  coal 
to  be  developed.  It  is  estimated  that  more  than  80  percent  of  potential 
mines  in  the  Federal  coal  regions  as  a  whole  need  Federal  coal  for  an 
economical  mining  pattern.  Since  a  no-Federal- leasing  policy  would 
remove  these  potential  mines  from  availability  for  new  coal  production, 
it  would  be  necessary  to  move  to  less  desirable  and  more  costly,  wholly 
non-Federal  locations  to  achieve  any  given  level  of  coal  production 
in  the  region.  The  resulting  higher  economic  and  environmental  costs 
in  turn  would  create  a  disincentive  to  buying  coal  from  the  region 
and  would  tend  to  shift  production  to  other  coal  regions. 

Each  Federal  coal  region  would  experience  such  an  increase  in  economic 
and  environmental  costs  of  mining  due  to  shifts  to  more  costly  wholly 
non-Federal  mining  sites  under  a  no  leasing  policy.  From  a  national 
perspective,  the  final  result  would  be  to  shift  coal  production  from 
those  Federal  coal  regions  most  dependent  on  Federal  coal  to  those  less 
dependent,  and  from  the  Federal  coal  regions  as  a  whole  to  other  eastern 
and  midwestern  coal  regions  with  little  federally  owned  coal.  To  a 
much  lesser  extent,  other  energy  sources  —  mainly  foreign  oil  — 
would  also  substitute  for  reduced  Federal  coal  production. 

A  no  Federal  leasing  policy  thus  would  set  in  motion  a  complex  set 
of  interacting  adjustments  to  the  lack  of  Federal  coal  availability. 
With  most  of  these  adjustments  the  result  of  separate  actions  taken  by 
many  independent  private  companies,  coal  owners  and  buyers,  it  is 
difficult  to  predict  precisely  what  the  final  impact  of  a  no  Federal 
leasing  policy  would  be.  However,  despite  the  uncertainties,  the 
Department  has  made  one  effort  to  estimate  these  impacts  in  a  computer 
study  using  the  DOE  coal  projection  model.  In  the  study,  future 
western  coal  development  was  limited  to  non-Federal  coal  and  coal  in 
already  issued  Federal  leases.  In  addition,  non- Federal  coal  judged 
to  be  dependent  on  unleased  Federal  coal  for  its  development  was 
considered  unavailable  for  future  mining. 
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According  to  the  study,  the  greatest  absolute  impact  of  no  further 
Federal  leasing  would  be  experienced  in  the  Powder  River  region  in 
1990.  Compared  with  production  under  full  Federal  coal  availability, 
production  in  this  region  in  1990  was  projected  to  decline  by  i28.7 
million  tons  if  there  were  no  further  Federal  leasing  (under  most  likely 
assumptions) .  The  greatest  relative  impact  would  be  in  the  Wyoming 
portion  of  the  Green  River-Hans  Fork  region,  which  showed  a  projected 
decline  in  1990  of  54  percent  under  a  no  leasing  policy.  Other  Federal 
coal  regions  were  either  not  much  affected  or  showed  production  increases 
due  to  displacement  of  coal  production  from  the  Powder  River  and 
Green  River-Hams  Fork  regions  to  these  regions.  Nationally,  coal  production 
in  1990  was  projected  to  decline  by  4  percent  under  a  no  leasing 
policy.  For  1985,  the  Green  River-Hams  Fork  region  was  the  only 
region  to  show  a  significant  production  decrease  due  to  no  leasing. 

National  oil  and  gas  consumption  was  projected  to  rise  in  1990  by 
300,000  barrels  per  day  if  there  were  no  further  Federal  leasing 
(under  most  likely  assumptions).  According  to  the  study,  utilities 
would  experience  on  average  an  8  percent  national  increase  in  delivered 
coal  prices.  This  would  cause  a  1.7  percent  average  national  rise  in 
electric  utility  rates.  The  estimated  total  resource  cost  to  the  Nation 
in  1990  of  no  further  Federal  leasing  was  projected  to  be  $800  million 
per  year. 

The  regions  most  adversely  affected  by  a  no  leasing  policy  would  be 
in  the  West,  reflecting  the  fact  that  western  coal  supplies  primarily 
western  markets.  According  to  study  projections,  the  Rocky  Mountain, 
West  North'  Central  and  Pacific  geographic  regions  would  experience 
increases  in  delivered  coal  prices  in  1990  of  29,  17,  and  27  percent, 
respectively,  if  there  were  no  further  Federal  leasing  (under  most 
likely  assumptions).  These  coal  price  increases  would  cause  overall 
electric  power  rates  to  rise  by  6.4  percent  in  the  Rocky  Mountain  region, 
5.9  percent  in  the  West  North  Central  region  and  one  percent  in  the 
Pacific  region. 

Computer  projections  are  far  from  infallible  and  a  study  of  the  impacts 
of  no  further  Federal  leasing  requires 'many  assumptions.  'The  assumptions 
and  model  used  for  the  study  were  earlier  versions  than  used  to  generate 
the  most  recent  DOE  projections.  The  study  thus  should  be  interpreted 
properly  as  an  indication  of  the  general  magnitude  of  impacts  and  not 
a  statement  of  precise  consequences.  Nevertheless,  the  results  shown 
by  the  study  are  considered  indicative  of  the  magnitude  of  likely 
impacts  of  no  further  leasing  of  Federal  coal  and  are  consistent 
with  other  evidence. 
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It  should  also  be  noted  that  these  study  results  do  not  include  all 
the  impacts  of  a  no  leasing  policy.  Shifts  from  environmentally  more 
desirable  sites  do  not  show  up  unless  the  environmental  costs  are 
internalized  in  the  cost  of  production.  Impacts  on  the  competitiveness 
of  the  western  coal  industry,  Federal  and  State  leasing  revenue,  and 
other  matters  also  are  not  calculated. 

IV.  How  Soon  is  New  Leasing  Needed? 

Substantial  evidence  indicates  that  there  will  be  a  significant  need 
for  new  Federal  leasing  to  meet  national  coal  production  requirements 
that  will  arise  between  1985  and  1990.  Given  an  unavoidable _ 
time  interval  between  leasing  and  actual  coal  production,  this  Federal 
coal  will  have  to  be  leased  well  ahead  of  the  time  actual  production 
is  required.  The  extent  of  this  necessary  lead  time  is  an  important 
factor  in  considering  the  need  for  Federal  coal  lease  sales  in 
early  1981. 

Likely  Lags  Between  Leasing  and  Production 

If  the  coal  were  already  contracted  for,  and  if  all  actions  occurred 
without  delays,  the  minimum  feasible  time  from  Federal  lease  issuance  to 
actual  production  would  appear  to  be  about  4  years:  one  year  for  mine  plan 
preparation,  one  year  for  an  environmental  analysis  and  mine  plan 
approval  by  the  Department,  and  2  years  to  put  the  mine  into  production. 
A  considerably  more  likely  scenario  would  involve  six  or  seven  years: 
3  years  for  arranging  a  contract,  doing  environmental  studies  and  preparing 
a  mine  plan;  1  to  2  years  for  mine  plan  modification,  environmental 
analysis  and  mine  plan  approval  by  the  Department;  and  2  years  to  put 
the  mine  into  production.  Especially  where  a  buyer  for  the  coal  must 
first  be  found,  seme  leases  will  very  likely  require  up  to  the  maximum 
permissible  10  years  allowed  under  statutory  diligent  development 
requirements  to  start  producing. 

Historically,  most  leases  have  taken  considerably  more  than  10  years 
to  get  into  production,  reflecting  the  past  speculative  motive  for  their 
purchase  and  the  absence  of  enforcement  of  diligent  development 
requirements.  Even  after  forming  definite  production  plans,  the  process 
of  obtaining  Federal  and  State  approval  for  mines  has  generally  proven 
very  time  consuming.  Efforts  are  being  made  to  reduce  this  time,  although 
their  success  is  not  yet  certain.  The  Office  of  Surface  Mining  has 
recently  designed  and  is  about  to  begin  operation  of  a  monitoring 
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system  for  new  mines  on  Federal  lands.  Starting  with  mine  plan  submission, 
the  system  will  track  the  mine  over  a  series  of  key  decision  points. 
This  system  should  provide  a  means  for  discovering  and  taking  actions 
to  remedy  delays  in  the  permitting  process. 

If  mid-1985  were  the  target  date  for  commencement  of  production, 

the  latest  that  new  leases  could  be  issued  to  meet  this  date  would 

be  mid- 1981,  allowing  the  minimum  possible  4  years  from  lease  issuance 

to  production.  Assuming  the  more  likely  6  or  7  years  from  lease  issuance 

to  production,  new  Federal  leases  should  be  issued  in  mid- 1978  or  mid-1979, 

by  now  an  impossibility. 

Using  the  same  reasoning,  production  from  new  Federal  leases  in  1990 
will  require  that  these  leases  be  issued  at  the  latest  in  1986,  more 
likely  in  1983  and  1984  and,  to  be  entirely  safe,  possibly  as  early 
as  1980. 

The  Timing  of  New  Federal  Production  Requirements 

Given  substantial  needs  for  new  coal  production  between  1985  and 
1990  in  Federal  coal  regions,  the  question  arises  as  to  the  timing 
of  these  needs  within  this  period.  Will  production  from  new  Federal 
reserves  be  required  in  equal . increments  over  the  1985  to  1990 
period,  larger  increments  earlier  in  the  period  or  larger  increments 
later? 

The  DDE  projections  are  made  only  for  the  two  years,  1985  and  1990, 
so  they  do  not  provide  much  help  on  the  question  of  how  production 
changes  year  by  year  from  1985  to  1990  levels.  Lacking  more  precise 
■information,  it  will  be  assumed  that  regional  coal  production  increases 
which  are  projected  between  1985  and  1990  will  occur  in  equal  increments 
in  each  year. 

The  next  question  is  the  need  for  newly  leasing  Federal  coal  to  contribute 
to  the  increment  in  total  coal  production  each  year.  In  answering 
this  question,  diligent  development  requirements  which  apply  to  the 
17  billion  tons  of  recoverable  Federal  coal  reserves  in  existing  leases 
play  a  critical  role.  Under  current  regulations,  existing"  Federal 
leases  issued  prior  to  1976  must  be  producing  by  mid- 1986  or  they 
will  be  subject  to  cancellation  for  failure  to  be  diligently  developed. 
If,  in  fact,  nonproducing  Federal  leases  are  cancelled  in  1986  as 
expected,  the  current  large  body  of  Federal  reserves  available  for 
development  in  existing  Federal  leases  will  be  eliminated  at  that  point. 
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It  is  possible,  however,  that  legal  challenges  will  be  made  to  current 
diligence  policies  (see  the  diligence  enforcement  issue  paper  in 
Volume  I).  As  1986  approaches/  coal  companies  could  seek  legislative 
relief.  Some  ccmmenters  on  the  programmatic  EIS  have  suggested  that 
it  makes  little  sense  to  cancel  existing  Federal  leases  and  then  turn 
around  and  offer  new  Federal  leases.  They  suggest  that  existing  leases 
instead  be  extended,  as  could  be  done  in  certain  circumstances. 

This  argument  neglects  the  fact  that  new  Federal  leases  will  be  selected 
through  an  environmental  and  land  use  planning  process  much  more 
sophisticated  than  that  employed  at  the  time  existing  Federal  leases 
were  issued.  It  is  assumed  below  that,  despite  some  uncertainties, 
current  diligent  development  policies  will  be  maintained.  The  promulgation 
of  diligent  development  regulations  is  now  a  DOE  rather  than  an  Interior 
Department  responsibility  under  the  DOE  Organization  Act. 

Because  of  diligent  development  requirements,  virtually  all  reserves 
in  existing  Federal  leases  not  in  producing  mines  by  mid- 1986  will 
thereafter  be  unavailable  for  production  (unless  released).  The  problem 
then  becomes  to  assess  how  many  existing  lease  reserves  will  be  put 
into  production  by  1986. 

As  discussed  earlier,  in  several  regions  production  already  planned  by 
coal  companies  substantially  exceeds  1986  projected  production  (projecting 
1986  production  by  interpolating  between  1985  and  1990  projections). 
Assuming  the  1986  production  projections  are  correct,  coal  companies 
could  respond  to  insufficient  demand  to  meet  their  plans  in  either  of 
two  ways.  They  could  put  into  operation  all  or  most  of  the  mines  that 
are  currently  planned,  but  operate  these  mines  at  production  rates 
well  below  currently  planned  rates.  Alternatively,  they  could  cancel 
a  number  of  planned  mines,  and  operate  the  remaining  mines  at  or  close 
to  the  full  production  rates  currently  planned  for  them.  In  the  first 
case  there  would  be  substantial  excess  production  capacity  in  operating 
mines  including  Federal  coal  in  1986,  whereas  in  the  second  case^ 
excess  capacity  would  be  much  more  limited. 

The  extent  of  excess  capacity  in  mid- 1986  is  important  to  "Federal 
leasing  decisions.  If  there  is  substantial  excess  capacity  in  1986 
in  a  region,  the  urgency  of  Federal  leasing  to  meet  production  needs 
in  the  next  year  or  two  becomes  less.  On  the  other  hand,  if  no  excess 
capacity  exists  in  mid-1986,  new  leasing  will  be  required  to  provide 
new  Federal  reserves  if  Federal  coal  is  to  make  a  significant 
contribution  to  increased  production  thereafter. 


42 


It  is  likely  that  seme  mines  will  have  further  capacity  in  1985 
beyond  that  indicated  by  current  plans  for  planned  production  in  that 
year.  However,  the 'Department  has  not  previously  asked  companies  to 
report  such  additional  capacity  and  it  would  be  speculative  to  make 
estimates  of  it.  The  currently  planned  production  thus  will  be  used 
as  the  estimate  of  future  production  capacity. 

At  present,  the  U.S.  coal  industry  has  substantial  excess  capacity  — 

estimated  to  be  from  100  to  150  million  tons  per  year.  This  excess 

capacity  is  likely  to  disappear  in  a  few  years  in  the  East.  It  is 

due  mainly  to  high  past  expectations  of  coal  demand  that  so  far  have  not 

been  realized,  leaving  coal  companies  without  a  market  for  coal  they  had 

planned  to  produce.  As  coal  companies  adjust  to  lower  demand  expectations, 

fewer  coal  mines  will  be  planned  and  opened,  demand  will  gradually 

catch  up  with  supply,  and  the  excess  capacity  will  be  eliminated. 

In  the  West,  however,  diligent  development  requirements  may  perpetuate 

a  state  of  excess  capacity  to  1986  or  beyond.  These  requirements 

could  force  a  number  of  owners  of  Federal  leases  to  start  producing 

earlier  than  demand  might  warrant,  thereby  generating  excess  capacity. 

The  Costs  of  More  Federal  Leasing  in  1981  Than  Proves  Needed 

The  decision  on  whether  to  lease  in  early  1981  must  take  account  of 
significant  uncertainties  concerning  realistic  time  intervals  between 
leasing  and  actual  production  and  the  timing  of  future  production  needs 
from  Federal  coal.  It  is  possible  that  new  leasing  would  not  be  needed 
until  1982  or  later  to  achieve  projected  levels  of  coal  production  for 
the  1985  to  1990  period.  On  the  other  hand,  deferment  of  .new  leasing 
for  a  year  or  more  could  make  it  impossible  —  or  at  least  more  costly  — 
to  achieve  nationally  important  increases  in  coal  production  in  the 
earlier  part  of  the  1985  to  1990  period.  Given  the  major  uncertainties 
involved,  it  is  important  to  examine  the  costs  of  leasing  more  Federal 
coal  in  1981  than  might  later  prove  to  be  needed. 

For  lease"  sales  held  in  early  1981,  it  would  not  be  possible  to  prepare 
new  land  use  plans  under  the  new  BLM  and  Forest  Service  planning 
regulations  pursuant  to  the  Federal  Land  Policy  and  Management  Act 
of  1976  and  National  Forest  Management  Act  of  1976  and  carry  out  fully 
each  step  of  the  Federal  coal  management  program.  For  example,  there 
would  not  be  time  to  execute  the  full  memorandum  of  understanding 
between  the  Department  and  DOE  to  develop  coal  production  goals.  The 
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data  used  for  determining  unsuitability  for  coal  mining  in  broad  areas 
under  consideration  for  leasing  would  largely  be  the  data  already  available 
to  the  Bill  and  Forest  Service  at  the  present  time.  There  would  also 
nave  to  be  an  abbreviated  period  for  industry  to  submit  indications 
of  those  tracts  it  is  most  interested  in  leasing.  The  tract  ranking 
and  selection  process  would  be  compressed  somewhat,  and  it  would  not 
be  possiole  by  1981  to  prepare  long  term  hydrologic,  reclamation  or 
other  studies  on  individual  tracts  needing  them.  Because  of  the  less 
complete  information  that  would  be  available  for  early  1981  lease  sales, 
some  tracts  might  be  leased  that  were  economically  and/or  environmentally 
inferior  to  other  tracts  not  selected  for  leasing. 

A  variety  of  measures  could  be  adopted,  however,  to  minimize  such  problems. 
Lease  sales  in  1981  would  be  held  in  those  areas  where  new  or  revised 
land  use  plans  have  fairly  recently  been  prepared  and  thus  represent 
up-to-date  land  use  plans.  Furthermore,  these  plans  would  be 
supplemented  by  the  application  of  unsuitability  criteria  and 
consultation  with  surface  owners.  Although  extensive  new  data  would 
not  be  acquired  for  broad  areawide  application  of  unsuitability  criteria 
for  1981  lease  sales,  necessary  new  data  would  still  be  obtained  on 
a  tract  specific  basis  during  the  activity  planning  process  to  guarantee 
that  any  tract  offered  in  a  1981  lease  sale  would  not  violate  any 
unsuitability  standard.  Where  this  data  could  not  be  obtained,  and 
such  assurance  provided  in  the  final  lease  sale  environmental  impact 
statement,  the  offering  of  the  tract  would  be  deferred  to  a  later 
year.  Although  the  time  would  be  shorter  than  might  be  desirable, 
industry  would  still  be  given  two  months  to  submit  indications  of 
tract  interest,  adequate  time  in  those  areas  where  industry  has  already 
conducted  investigations.  Finally,  specific  tracts  that  require  major 
hydrologic  or  other  long  term  studies  before  they  can  be  properly 
evaluated  and  ranked  against  other  tracts  would  not  be  offered  for 
sale  until  such  studies  were  available.  In  these  ways  the  likelihood 
of  leasing  inferior  tracts  could  be  reduced  to  a  minimum. 

Under  the  Federal  coal  management  program,  the  setting  of  Federal 
leasing  targets  is  based  on  the  formulation  of  regional  coal  production 
goals  and  then  a  comparison  of  these  goals  with  coal  production  likely 
to  occur  without  any  new  Federal  coal  leasing.  The  development  of  regional 
production  goals  is  to  be  accomplished  according  to  procedures  specified 
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in  a  memorandum  of  understanding  between  the  Department  and  DOE  agreed 
to  in  September  1978.  These  procedures  include  submission  initially 
by  Interior  of  basic  data  to  DOE,  the  development  of  proposed  regional 
goals  by  DOE,  review  and  comment  on  the  DOE  proposed  goals  by  Interior, 
and  finally  the  announcement  of  regional  production  goals  by  DOE. 

No  schedule  has  yet  been  set  for  the  first  execution  of  the  procedures 
established  in  the  memorandum  of  understanding.  Following  these 
procedures,  the  first  regional  goals  could  not  be  obtained  before  the 
fall  of  1979  and  on  a  less  rushed  timetable  would  probably  not  be 
available  until  early  or  mid- 1980 .  Production  goals  based  on  the 
procedures  of  the  memorandum  of  understanding  thus  would  not  be  available 
in  time  to  be  used  in  setting  leasing  targets  for  early  1981  lease 
sales . 

If  the  Secretary  decides  to  hold  early  Federal  lease  sales,  leasing 
targets  for  these  sales  could  be  formulated  using  the  DOE  projections 
described  above.  These  projections  update  the  1978  coal  production 
projections  used  in  the  programmatic  EIS  and  were  made  by  the  DOE  Office 
of  Leasing  Policy  Development  in  April  1979.  Estimates  of  existing 
planned  and  likely  production  —  i.e.,  production  that  would  occur 
without  new  Federal  leasing  —  are  contained  in  the  programmatic  EIS. 
These  estimates  were  updated  as  of  October  1978. 

By  1980  further  improvements  will  no  doubt  be  made  by  DOE  in  its  coal 
modeling  and  projections  techniques,  and  assumptions  will  continue  to 
be  updated.  However,  the  currently  available  DOE  projections  are  the 
product  of  the  same  DOE  energy  modeling  system  likely  to  be  used  in 
the  future.  This  system  is  now  being  used  by  DOE  to  generate  a  variety 
of  government  projections  and  is  the  most  sophisticated  energy  modeling 
system  presently  employed  by  the  Federal  Government. 

In  evaluating  gains  from  deferment  of  1981  lease  sales,  it  is  important 
to  consider  the  earliest  date  that  new  land  use  plans  could  be  prepared 
and  other  steps  of  the  new  Federal  coal  management  program  completed 
in  full.  Under  existing  BLM  scheduling,  a  number  of  prime  coal  areas 
now  have  some  of  the  more  recently  prepared  land  use  plans-  and  would 
not  have  new  land  use  plans  until  1984  or  later.  No  new  plans  under 
the  new  planning  regulations  would  be  completed  until  1984  and  a 
sufficient  number  of  such  plans  upon  which  a  full  coal  management 
program  could  be  based  would  not  be  available  until  1985  or  1986. 
Revisions  in  BLM  planning  schedules  would  be  costly  and  difficult 
and  probably  would  have  to  come  at  the  expense  of  other  programs. 
For  example,  BLM  has  strong  competing  demands  for  planning  needed 
to  comply  with  court  orders  for  range  program  EISs.  Hence,  the  greatest 
gains  from  deferred  coal  lease  sales  would  not  be  achievable  without 
deferring  the  sales  to  1984  or  later,  by  which  time  1988  would  be 
the  earliest  possible  year  that  new  coal  production  could  result  from 
new  Federal  leasing. 
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Other  than  for  short  term  purposes,  the  Interior  Department  has  not 
held  a  coal  lease  sale  since  1971.  The  Secretary's  new  coal  management 
program  represents  a  basic  departure  from  the  pre-1971  Federal  leasing 
system.  Like  almost  all  other  major  new  programs,  this  one  will  no 
doubt  prove  on  its  first  applications  to  have  some  unexpected  problems. 
Key  parts  of  the  competitive  leasing  component  of  the  coal  program  — 
unsuitability  petitions,  use  of  the  threshold  concept,  and  surface  owner 
consultation  in  land  use  planning,  and  tract  ranking  and  selection, 
regional  coal  team  functions,  surface  owner  consent,  and  multi- tract 
sales  in  activity  planning  —  involve  major  elements  which  are  largely 
untested.  Holding  lease  sales  in  early  1981  would  provide  an  opportunity 
to  apply  key  concepts  on  which  the  coal  management  program  has  been 
based  and  to  make  any  needed  changes.  Certain  harsh  critics  of  the 
program  have  suggested  that  it  is  poorly  designed  and  is  in  some 
respects  unworkable.  A  larger  group  of  critics  worry  that  it  is 
sufficiently  complex  as  to  present  problems  in  its  implementation, 
particularly  in  its  early  years.  While  the  Department  disagrees  strongly 
with  the  more  severe  criticism  of  the  program,  it  does  recognize  that 
the  program  is  complex  (necessarily  so  to  meet  the  requirements  of 
recently  enacted  laws)  and  may  present  initial  implementation  problems. 
It  would,  of  course,  be  most  unfortunate  to  wait  several  years  until 
the  need  for  leasing  is  much  greater  than  at  present  and  then  to  try 
to  work  through  implementation  problems  for  the  first  time.  An  early 
coal  lease  sale  would  avoid  this  problem  and,  if  successful,  disprove 
the  harshest  criticism  of  the  program. 

There  are  a  number  of  existing  coal  mines  that  will  require  new  Federal 
coal  by  1981,  either  to  continue  in  operation  at  all  or  to  avoid  costly  and 
uneconomic  changes  in  their  mining  configuration.  The  Federal  coal  needs 
of  these  mines  have  thus  far  oeen  accommodated  by  leases  sold  under  the 
short  term  leasing  program.  Such  needs  could  continue  to  be  met  in  this 
fashion.  However,  only  a  limited  amount  of  coal  is  available  under  short 
term  leasing  provisions  —  eight  years  of  production.  Tnis  amount  of  coal 
does  not  provide  the  secure  source  of  future  coal  supplies  desirable  for 
long  term  planning  by  the  coal  company.  Utility  contracts  often  provide 
for  continuous  delivery  of  coal  from  a  given  mine  over  a  20  or  25  year 
period.  Moreover,  use  of  short  term  leasing  provisions  to  meet  longer 
term  needs  of  existing  operations  defeats  the  Department's  objective  to 
incorporate  most  new  leasing  under  the  normal  long  term  leasing  procedures 
of  its  coal  management  program. 

An  additional  consideration  in  a  decision  to  hold  lease  sales  in  early 
1981  (and  any  future  decisions  as  well)  is  whether  to  lease  more  coal 
than  appears  required.  This  decision  also  has  associated  with  it  both 
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benefits  and  costs.  Leasing  a  modestly  greater  number  of  tracts  than 
are  required  would  give  the  coal  industry  some  role  in  the  final  selection 
of  those  tracts  that  are  developed.  Coal  companies  could  evaluate  the 
available  tracts  and  choose  to  develop  the  ones  with  lowest  costs. 
As  long  as  the  tracts  with  significant  environmental  costs  have  already 
been  excluded,  letting  coal  companies  play  a  role  in  the  final  selection 
may  be  an  effective  and  efficient  way  of  finding  the  lowest  cost  tracts 
for  development .  ■  Coal  companies  will  often  have  the  best  information 
on  the  relative  mining  costs  and  marketability  of  coal  at  one  potential 
mine  site  as  compared  with  another . 

Another  concern  is  that  leasing  just  the  amount  of  Federal  coal  needed 
would  not  allow  coal  purchasers  much  latitude  in  the  selection  of  the 
coal  sellers.  As  utilities  form  contracts  with  more  coal  sellers, 
the  number  of  potential  sellers  would  decline,  possibly  creating  an 
undesirable  inhibition  on  the  level  of  competition.  For  purposes 
of  promoting  strong  competition  and  lower  coal  prices,  it  is  desirable 
to  make  sufficient  Federal  coal  available  that  the  potential  Federal 
supplies  exceed  the  level  of  demand  for  them  at  least  by  some  minimum 
margin. 

On  the  other  hand,  there  are  also  drawbacks  to  deliberately  leasing  more 
tracts  than  are  minimally  required  to  achieve  projected  production  levels. 
The  administrative  costs  for  economic  and  environmental  analysis  of  extra' 
tracts  could  be  significant.  Planning  efforts  of  State  and  local 
governments  would  be  made  more  difficult,  since  there  would  be  greater 
uncertainty  as  to  just  how  much,  when  and  where  coal  development  would 
occur.  The  Federal  Government  would  have  less  precise  control  over 
the  cumulative  consequences  of  coal  development,  because  the  final 
pattern  of  tracts  to  be  developed  would  be  partly  a  matter  of  private 
initiative.  If  too  many  tracts  were  leased  and  some  Federal  leases 
later  had  to  be  cancelled  for  failure  to  be  diligently  developed,  this 
would  entail  unproductive  administrative  costs  to  the  Department.  Some 
coal  companies  could  incur  unnecessary  costs  by  going  into  oroduction 
prematurely  to  avoid  later  cancellation  of  their  leases  under  diligent 
development  requirements.  Finally,  the  decision  to  put  forth  more  coal 
in  early  1981  would  increase  the  costs  generally  associated  with  holding 
1981  lease  sales  discussed  earlier . 

A  final  important  consideration  is  that  mistakes  in  leasing  too  much 
Federal  coal  in  early  1981  are  fairly  easily  corrected.  If  more  coal 
had  been  leased  than  proves  to  be  needed,  later  leasing  levels  could 
be  correspondingly  reduced.  On  the  other  hand,  leasing  of  too  little 
coal  is  not  as  easy  to  correct  for.  The  adjustment  to  a  lack  of  needed 
Federal  coal  would  take  the  form  largely  of  shifts  to  greater  non-Federal 
coal  production.  This  non-Federal  production  would  frequently  involve 
higher  mining  costs  (otherwise  it  would  have  been  preferred  in  the 
first  place) . 
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The  combined  requirements  to  have  recent  land  use  plans  and  reasonable 
quality  data  already  available  for  areas  of  known  industry  interest 
have  limited  consideration  of  new  lease  sales  in  early  1981  to  the 
Powder  River,  Green  River-Hams  Fork,  and  Uinta-Southwestern  Utah  regions. 
Seven  options  for  possible  early  1981  lease  sales  in  these  regions 
are  identified  below. 

It  would  also  be  possible  to  hold  a  Federal  coal  lease  sale  in  Alabama 
in  early  1981.  However,  no  leasing  targets  would  be  formulated  for  such 
a  sale.  Federal  coal  does  not  constitute  a  large  enough  share  of 
Alabama  coal  that  its  lack  of  availability  would  significantly  influence 
total  Alabama  production.  Leasing  of  Federal  coal  thus  is  not  required 
to  reach  any  regional  production  goals.  Rather,  Federal  leasing  is 
justified  by  the  need  to  provide  coal  for  specific  circumstances  such 
as  bypass  situations,  maintenance  of  existing  operations,  filling  out 
of  proposed  mines,  or  mining  of  metallurgical  or  other  special  coal 
types.  Only  options  1  and  2  below  apply  to  Alabama. 

All  options  assume  that  significant  new  Federal  leasing  will  be  required 
at  some  point  in  the  period  from  1981  to  1985  to  meet  new  coal  production 
requirements  arising  in  the  period  from  1985  to  1990.  The  options  differ 
in  that  they  reflect  varying  assessments  of  the  urgency  of  new  Federal 
leasing  and  of  the  difficulties  of  leasing  in  early  1981  as  compared  with 
later  periods. 

The  first  two  options  do  not  involve  adoption  of  any  regional  leasing 
targets.  Under  the  first  option,  the  decision  would  be  made  not  to 
hold  lease  sales  in  early  1981.  The  first  regional  sales  would  instead 
be  scheduled  to  make  use  of  the  first  coal  production  goals  generated 
by  DOE,  which  could  result  in  initial  lease  sales  in  early  1982.  Under 
the  second  option,  the  necessary  preparations  for  Federal  lease  sales 
in  early  1981  would  be  undertaken,  including  preparation  of  regional 
environmental  impact  statements,  but  no  Federal  leasing  targets  would 
be  formulated  for  such  sales.  Specific  Secretarial  guidance,  therefore, 
would  not  be  given  to  the  regional  coal  teams  as  to  the  amount  of  coal 
that  should  be  proposed  for  leasing  in  each  EIS. 

Under  the  third  option,  leasing  targets  for  early  1981  lease  sales  would 
oe  established.  These  targets  would  provide  Secretarial  guidance  to  the 
regional  coal  teams  in  determining  the  preferred  sale  alternative,  for  the 
lease  sale  EISs.  A  regional  coal  team  might  change  the  preferred  alter- 
native to  propose  leasing  a  different  amount  of  coal  than  the  leasing 
target,  but  at  least  one  alternative  would  correspond  directly  to  the 
target.  In  later  making  the  final  selection  among  regional  lease  sale 
EIS  alternatives  in  1980,  the  Secretary  could  still  choose  not  to  lease 
or  to  lease  a  different  amount  of  coal  than  specified  in  the  original 
leasing  target.  The  selection  of  a  preferred  alternative  of  course 
does  not  predetermine  the  final  decision,  but  only  indicates  the 
alternative  considered  most  likely  to  be  adopted  at  the  present  time. 
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Options  2  and  3  thus  differ  largely  in  the  treatment  of  the  preferred 
alternative  for  each  regional  lease  sale  EIS  that  would  have  to  be 
prepared  for  any  lease  sale  to  occur  in  early  1981.  The  Secretary 
could  decide  at  this  time  not  to  make  a  determination  of  any  1981 
leasing  level  preference  (Option  2)  or  he  could  provide  an  indication 
of  such  a  preference  (Option  3). 

Option  3  below  has  several  different  versions  involving  different  leasing 
targets.  All  leasing  targets  are  based  on  the  assumption  that  Federal 
coal  snould  be  produced  in  approximately  the  same  proportion  that  Federal 
coal  represents  of  total  coal  in  each  region.  Thus,  in  the  Powder  River 
region,  which  has  80  percent  Federal  coal,  it  is  assumed  that  on  average 
80  percent  of  future  production  should  reasonably  be  Federal.  On  more 
detailed  examination  at  the  regional  level,  this  assumption  could  prove 
unwarranted  in  some  regions,  in  that  Federal  coal  could  be  either  a 
higher  or  lower  proportion  of  the  more  economically  and  environmentally 
desirable  coal.  But  presently  lacking  information  of  the  regional  detail 
required  to  make  such  a  determination,  an  eguiproportion  assumption  will 
be  made.  In  preparing  regional  lease  sale  EIS  alternatives,  regional  coal 
teams  should  modify  this  assumption  as  may  prove  necessary. 

For  each  of  the  versions  of  leasing  targets,  two  suboptions  are  oresented 
The  first  suboption  would  allow  the  Secretary  to  increase  the  leasing 
target  by  some  percentage  of  his  choice.  Such  an  adjustment  factor 
may  be  desirable  for  the  reasons  discussed  above.  The  Secretary  would 
make  his  selection  of  a  leasing  target  as  a  tentative  selection.  He 
would  announce  this  selection  and  request  comment  from  State  governments, 
industry,  environmental  groups  and  other  concerned  parties.  Next  fall 
oefore  beginning  the  regional  lease  sale  EIS,  the  final  leasing  target 
to  be  employed  in  the  preferred  or  other  alternative  for  each  regional 
lease  sale  EIS  would  be  selected. 

The  options  for  Federal  leasing  targets  identified  below  cover  all 

types  of  new  Federal  leases.  A  given  leasing  target  thus  could  be  achieved 

through  issuance  of  preference  right  leases,  issuance  of  new  leases 

through  exchange  (to  the  extent  that  this  represents  a  net  addition 

to  production  potential),  ordinary  competitive  leasing  or  any  combination 

of  the  above.  The  determination  of  the  need  for  new  competitive  leasing 

would  be  made  as  part  of  the  regional  lease  sale  EIS  oreparation  at 

the  regional  level,  taking  account  of  the  schedule  for  processing  PRiAs 

and  exchanges,  the  economic  and  environmental  desirability  of  PRLA 

sites,  and  other  considerations. 

In  some  regions  it  could  prove  to  be  impossible  to  lease  as  much  coal  in 
early  1981  as  the  leasing  targets  would  indicate  is  warranted.  This  could 
happen  because  tnere  might  not  be  enough  tracts  available  in  the  region 
which  have  passed  unsuitability,  multiple  use  conflict  resolution 
ranking  and  other  screens  by  early  1981.  The  regional  coal  teams'would 
nave  to  assess  this  question  in  preparing  the  regional  lease  sale  EIS. 
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If  there  should  be  insufficient  tracts  available  for  leasing  in  early 
1981  to  meet  the  leasing  target,  one  possibility  would  be  to  defer 
some  of  the  leasing  targets  to  later  years. 

As  noted  earlier,  due  to  technical  modeling  problems,  the  DOE  production 
projections  for  the  Uinta-Southwestern  Utah  region  are  uncertain  and 
probably  are  considerably  too  low.  Already  planned  production 
substantially  exceeds  the  DOE  projections  and  current  production  is 
not  far  below  1985  and  1990  projections.  In  considering  leasing  targets 
for  this  region,  it  may  be  necessary  to  make  an  adjustment  for  the 
modeling  problems  experienced  in  this  region. 

There  are  four  basic  reasons  why  leasing  of  Federal  coal  may  be  required. 

—  to  give  the  Nation  greater  assurance  of  being  able  to  meet  its 
national  energy  objectives; 

—  to  promote  a  more  desirable  pattern  of  coal  development.  It, 
may  be  possible  to  lower  overall  production  costs  and  reduce  the  adverse 
environmental  impacts  resulting  from  coal  mining  by  altering  coal 
development  patterns; 

—  to  obtain  significant  legal  and  administrative  advantages  for 
the  Department  of  the  Interior; 

—  and  to  improve  the  state  of  competition  in  the  western  coal 
industry. 

The  formulation  of  lease  sale  targets  addresses  mainly  the  first  of  these 
four  reasons  for  leasing.  Even  if  no  further  Federal  coal  leasing  appears 
to  be  required  to  sustain  the  projected  level  of  future  coal  production, 
Federal  leasing  could  still  be  undertaken  for  other  reasons.  New  Federal 
lease  sites  could  be  superior  economically  and/or  environmentally  to 
currently  planned  mines  sites  that  would  otherwise  be  developed.  For 
example,  if  an  existing  operation  requires  newly  leased  Federal  coal, 
it  may  well  be  preferable  to  make  this  coal  available  through  new  Federal 
leasing  than  to  cause  production  to  move  elsewhere  to  a  new  mine  site. 
Another  example  would  be  a  potential  new  Federal  lease  site  with  better 
access  to  transportation  routes  than  already  planned  mines.  There  may 
also  be  needs  for  metallurgical,  low  sulfur,  or  other  special  coal 
types  that  are  not  met  by  currently  planned  mines  but  are  available 
at  new  Federal  lease  sites.  Federal  leasing  will  almost  certainly 
be  needed  to  accomplish  statutorily  permitted  lease  exchanges.  Federal 
leasing  may  also  be  required  to  ensure  adequate  competition  and  low 
coal  prices  in  western  coal  markets.  The  Justice  Department  has _ 
recommended  resumed  leasing  to  improve  the  state  of  competition  in 
western  coal  markets.  Hence,  a  zero  or  low  regional  leasing  target 
does  not  necessarily  mean  that  no  Federal  leasing  is  needed  in  a  region. 
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The  detailed  knowledge  of  regional  circumstances  required  to  analyze 
these  questions  is  not  found  at  the  national  level.  These  subjects 
must  be  analyzed  and  discussed  by  the  regional  coal  teams  as  part 
of  the  preparation  of  the  regional  lease  sale  EISs. *  New  competitive 
leasing  proposals  based  on  such  considerations  would  be  covered  in 
the  EISs. 

An  appropriate  1981  leasing  target  will  largely  reflect  determinations 
concerning  four  key  questions  previously  discussed:  (1)  for  how  far  in 
the  future  must  1981  Federal  leasing  assist  in  meeting  production  needs, 
(2)  what  is  the  likely  excess  capacity  of  producing  mines  in  1986,  after 
which  existing  Federal  leases  not  in  producing  mines  will  presumably 
be  cancelled,  (3)  should  low,  medium  (most  likely),  or  high  production 
projections  be  used  as  the  basis  for  target  setting,  and  (4)  should 
the  amount  of  Federal  reserves  leased  be  increased  above  the  minimum 
estimated  requirement  to  create  greater  flexibility  in  meeting  this 
requirement.  An  additional  overriding  issue,  partly  of  principle  and 
partly  of  practical  consequences,  is  the  desirability  of  leasing  before 
all  the  steps  of  the  preferred  coal  management  program  can  be  implemented 
on  a  normal  timeframe. 

Option  1  —  No  Early  1981  Lease  Sales 

Under  this  option,  no  lease  sales  would  be  held  in  early  1981,  other 
than  for  emergency  purposes.  It  would  be  concluded  that,  because  there 
was  not  time  to  execute  fully  the  memorandum  of  understanding  between 
DOI  and  DOE  concerning  development  of  production  goals,  because  of 
the  many  uncertainties  about  projections  of  future  coal  production 
and  planned  production,  and  because  of  the  difficulties  generally  in 
preparing  for  early  1981  lease  sales,  these  sales  should  not  be  held 
The  effect  of  this  option  would  be  to  defer  lease  sales  at  least  until 
early  1982. 

Option  2  --  Make  Necessary  Preparations  for  Early  1981  Lease  Sales,  But 
Do  Not  Adopt  Leasing  Targets  l 

Under  this  option,  the  preparations  necessary  for  early  1981  lease 

sales  would  be  undertaken  —  in  particular  the  delineation  and  ranking 

of  tracts  and  the  preparation  of  regional  lease  sale  environmental 

impact  statements.  However,  no  leasing  targets  would  be  given  the  regional 

coal  teams  as  guidance  in  developing  the  preferred  alternative  for 

each  of  the  regional  EISs.  If  DOE  production  goals  later  become  available 

and  leasing  targets  based  on  them  could  be  developed  in  time  for  use 

in  the  EISs,  such  use  would  be  made.  Under  this  option,  even  if  no 

competitive  lease  sales  were  held  in  early  1981,  the  Secretary  could 

still  decide  to  award  some  new  leases  through  statutorily  permitted 

lease  exchanges. 
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Option  3A  --  Hold  Early  1981  Lease  Sales  and  Set  Leasing  Targets 
to  Achieve  1985  Production  Levels  Only 

Under  this  option,  the  Secretary  would  decide  to  hold  Federal  coal 
lease  sales  in  early  1981.  (The  Secretary  could,  of  course,  always 
decide  later  not  to  hold  the  sale  if  new  factors  entered  the  picture.) 
Leasing  targets  would  be  set  for  early  1981  lease  sales  consisting  of 
the  amount  of  Federal  coal  needed  to  help  provide  for  the  Federal 
share  of  1985  production  requirements.  Partly  because  of  the  large 
oody  of  Federal  reserves  available  in  1985  in  existing  Federal 
leases,  this  option  would  generate  relatively  low  leasing  targets. 

In  both  the  Powder  River  and  Uinta-Southwestern  Utah  regions,  already 
planned  and  other  likely  production  substantially  exceeds  1985  production 
projections  and  thus,  under  Option  3A,  the  leasing  target  for  these  regions 
would  be  zero.  In  the  Green  River-Hams  Fork  region,  currently  planned 
and  other  likely  production  falls  considerably  short  of  the  1985  most 
likely  projected  production  by  17  million  tons  per  year  (the  only 
region  for  which  this  is  the  case) .  Assuming  a  30  year  mine  life 
and  a  90  percent  recovery  rate  for  surface  mining  (i.e.,  a  33  to  1 
reserves  to  annual  production  ratio),  and  considering  the  56  percent 
share  of  coal  owned  by  the  Federal  Government  in  the  Green  River- 
Hams  Fork  region,  the  1981  leasing  target  for  this  region  under  Option  3A 
is  316  million  tons  (most  likely  assumptions) . 

in  summary,  the  Federal  leasing  targets  for  1981  under  Option  3A 
would  be: 

Option  3A  Leasing  Targets 

DOE  Low 
projections 
Region        (MM  tons) 

Powder  River       0 

Green  River- 
Hams  Fork      234 

Uinta-South- 

west  Utah        0 


DOE  Medium 
Projections 
(MM  tons) 

DOE  High 
Projections 
(.MM  tons) 

0 

0 

316 

333 

0 

0 
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Suboption:  To  allow  greater  flexibility  and  to  promote  competition, 
increase  the  selected  Option  3A  leasing  targets  upward  by  an  adjustment 
factor  of percent. 

Suboption:  Defer  selection  of  final  leasing  targets  until  next  fall 
and  select  the  leasing  targets  above  only  on  a  tentative  basis.  The 
tentative  leasing  targets  would  be  announced  for  state  and  public 
comment,  which  would  aid  in  selecting  the  final  targets  next  fall 
when  the  regional  lease  sale  EISs  would  be  begun. 

Option  3B  —  Set  Leasing  Targets  to  Achieve  1985  Through  1987  Production 
Levels,  With  High  Mid- 1986  Excess  Capacity  Assumed 

Under  this  option  the  Department  would  set  leasing  targets  for  early  1981 
lease  sales  to  meet  the  Federal  share  of  new  coal  production  from  1985 
to  1987  in  the  Federal  coal  regions.  In  estimating  this  leasing  need, 
it  would  be  assumed  that  all  currently  planned  and  other  already  likely 
mines  will  be  producing  by  mid-1986  and  thus  will  meet  Federal  diligent 
development  requirements.  If  aggregate  demand  for  coal  in  1986  is  less 
in  a  region  than  currently  planned  and  likely  1986  production,  mines 
are  assumed  to  cut  back  below  planned  or  likely  production,  thus 
creating  excess  capacity  in  mid-1986.  This  excess  capacity,  much 
of  it  in  mines  with  Federal  leases,  would  then  be  available  to  draw 
upon  after  mid-1986,  reducing  needs  for  new  leasing  of  Federal  coal. 

Current  production  projections  exceed  planned  and  likely  production 
in  the  Green  River-Hams  Fork  region  for  1936,  so  this  region  has  no 
projected  excess  capacity.  Its  1981  leasing  target  would  be  designed 
under  Option  3B  to  supply  new  Federal  reserves  to  meet  the  Federal 
share  of  required  new  production  through  1987.  The  Federal  share 
is  16.2  million  tons  per  year  of  production,  creating  a  need  for 
new  Federal  leasing  of  531  million  tons  of  reserves  (under  most 
likely  assumptions) . 

Currently  planned  and  likely  production  for  the  Powder  River  region 
is  226.1  million  tons.  This  exceeds  low,  medium  and  high  projected 
production  tnrough  1986  and  low  projected  production  through  1987 
in  this  region.  The  1987  medium  and  high  levels  of  projected 
production  exceed  planned  and  likely  production  by  23.5  and  52.0  million 
tons,  respectively.  Assuming  newly  leased  Federal  coal  supplies 
80  percent  of  these  1987  shortfalls,  new  Federal  leasing  of 
621  million  tons  (medium  assumptions)  and  1,373  million  tons 
(high  assumptions)  is  required. 


53 


In  the  Uinta-Southwestern  Utah  region,  currently  planned  and 
likely  production  exceeds  projected  production  in  all  cases 
through  1990. 

In  summary,   under  option  3B,   the  1981  leasing  targets  would  be: 

Option  3B  Leasing  Targets 

DOE  Low  DOE  Medium  DOE  High 

Projections  projections  projections 

Region  (MM  tons)  (MM  tons)  (MM  tons) 

Powder  River  0  621  1,373 

Green  River- 
Hams  Fork  483  531  619 

Uinta-South- 

west  Utah  0  0  0 

Suboption:  To  allow  greater  flexibility  and  to  promote  competition, 
increase  the  selected  Option  3B  leasing  targets  upward  by  an  adjustment 
factor  of  percent. 

Suboption:  Defer  selection  of  final  leasing  targets  until  next  fall 
and  select  the  leasing  targets  above  only  on  a  tentative  basis. _  The 
tentative  leasing  targets  would  be  announced  for  state  and  public 
comment,  which  would  aid  in  selecting  the  final  targets  next  fall 
when  the  regional  lease  sale  EISs  would  be  begun. 

Option  3C  --  Set  Leasing  Targets  to  Achieve  1985  Through  1987  Production 
Levels,  with  No  Mid- 1986  Excess  Capacity  Assumed 

This  option  would  be  the  same  as  Option  3B,  except  that  no  excess 
capacity  would  be  assumed  available  after  mid- 1986  to  meet  later 
production  requirements.  In  those  regions  where  currently  planned 
and  likely  production  exceeds  1986  projected  production  levels, 
an  assumption  of  no  excess  capacity  implies  that  the  mines  which  go  into 
operation  by  mid-1986  produce  at  full  planned  rates,  and  that  plans  for 
other  mines  unable  to  find  coal  purchasers  are  abandoned  because  of 
insufficient  demand.  Vtiere  mine  plans  are  abandoned,  it  is  assumed 
that  any  Federal  leases  involved  are  cancelled  in  1986  for  failure 
to  be  diligently  developed. 
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Under  Option  3C  leasing  targets  in  the  Green  River-Hams  Fork  region 
would  be  unchanged  from  Option  3B,  because  there  would  be  no  excess 
capacity  in  this  region  in  any  case.     On  the  other  hand,  an 
assumption  of  no  excess  capacity  causes  leasing  targets  in  the 
Powder  River  region  to  increase  significantly.     Although  currently 
planned  and  likely  production  in  the  Powder  River  region  is  226.1 
million  tons,  the  DOE  most  likely  projection  for  1986  is  only 
193.6  milion  tons.     Assuming  that  no  further  production  capacity 
exists  in  1986,  plans  for  32.5  million  tons  per  year  of  currently 
planned  and  likely  production  would  have  been  abandoned.     As  a 
result,   additional  new  Federal  reserves  would  be  needed  to  supply 
the  Federal  share  of  new  production  projected  for  1987   in  the 
Powder  River  region. 

Option  3C  has  the  greatest  impact  on  the  leasing  targets  for  the 
Uinta-Southwestern  Utah  region.     Currently  planned  and  likely 
production  is  47.2  million  tons,  much  greater  than  any  of  the 
DOE  projections  for  the  region.     However,  the  assumption  of  no  excess 
capacity  in  1986  means  that  most  of  the  plans  for  production  in  this 
region  would  have  to  be  abandoned.     Diligent  development  requirements 
would  eliminate  the  opportunity  to  revive  plans  involving  Federal  leases 
after  1986   (or  perhaps  as  early  as  1983).     Hence,  after  1986,  as 
elsewhere  under  Option  3C,   the  Federal  share  of  any  new  production 
would  have  to  be  supplied  by  new  Federal  leasing.     For  example,   under 
most  likely  assumptions,  production  in  the  Uinta-Southwestern  Utah 
region  is  projected  to  increase  by  560  thousand  tons  per  year   in  1987, 
requiring  27.9  million  tons  of  new  Federal  reserves  to  meet  the  Federal 
share  of  this  increase  (assuming  a  50  percent  underground  mining 
recovery  rate  and  82.9  percent  share  of  Federal  reserves  in  the 
Uinta-Southwestern  Utah  region) . 

In  surmiary,   under  Option  3C,   the  1981  leasing  targets  would  be: 

Option  3C  Leasing  Targets 


Region 

DOE  Low 
Projections 
(MM  tons) 

DOE  Medium 
Projections 
(MM  tons) 

DOE  High 
Projections 
(MM*  tons) 

Powder  River 

898 

1,475 

1,594 

Green  River- 
Hams  Fork 

483 

531 

619 

Uinta-South- 
west  Utah 

25. 

28 

67 
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Suboption:     To  allow  greater   flexibility  and  to  promote  competition, 
increase  toe  selected  Option  3C  leasing  targets  upward  by  an  adjustment 
factor  of  _  _____  percent. 

Suboption:     Defer  selection  of  final  leasing  targets  until  next  fall 
and  select  the  leasing  targets  above  only  on  a  tentative  oasis.  _   Trie 
tentative  leasing  targets  would  be  announced  for  state  and  public 
comment,  which  would  aid  in  selecting  the  final  targets  next  fall 
when  the  regional  lease  sale  EISs  would  be  begun. 

Option  3D  --  Set  Leasing  Targets  to  Achieve  1985  through  1990„ 
pgodu^tToFlevels,  WiiEOigh__ig_19_tLgS^ss  Capacitv__^umed 

Option  3D  would  be  the  same  as  Option  3B  except  that  the  time  horizon 
for  new  Federal  leasing  would  encompass  the  entire  five-year  period 
from  1985  to  1990.     This  option  would  be  based  on  a  concern  that  the 
time  interval  between  new  leasing  and  actual  production  may  prove  to 
be  10  years  instead  of  a  lower  figure.     In  this  case,   it  would  already 
oe  necessary  by  1981  to  lease  to  meet  coal  production  requirements 
throuqh  1990  if  a  Federal  share  of  these  requirements  is  to  be  met 
High  excess  capacity  in  1986  would  be  assumed,  diminishing  the  need 
for  new  Federal  leasing  somewhat. 

in  summary,   unaer  Option  3D,  the  1981  leasing  targets  would  be: 

Option  3D  Leasing  Targets 


Region 

Powder  River 

Green  River- 
Hams  Fork 


DOE  Low  DOE  Medium  DOE  High 

Projections  Projections  Projections 

(MM  tons)  (MM  tons)     .  (MM  tons)  . 

1,729  5,058  6,156 


857  855  1,048 


Uinta-South 

west  Utah  0 
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Suboption:  To  allow  greater  flexibility  and  to  promote  competition 
increase  the  selected  Option  3D  leasing  targets  upward  by  an  adjustment 
factor  of percent. 

Suboption:  Defer  selection  of  final  leasing  targets  until  next  fall 
and  select  the  leasing  targets  above  only  on  a  tentative  basis 
The  tentative  leasing  targets  would  be  announced  for  state  and 'public 
comment,  which  would  aid  in  selecting  the  final  targets  next  fall 
when  the  regional  lease  sale  EISs  would  be  begun. 

Option  3E  —  Set  Leasing  Targets  to  Achieve  1985  through  1990 
Production  Levels,  With  nc~Mid-1986  Excess  Capacity  Assumed 

This  option  would  produce  the  highest  1981  leasing  targets. 
With  no  excess  capacity  in  1986,  new  Federal  leasing  would "have  to 
provide  for  the  full  Federal  share  of  required  increases  in  Federal 
production  from  1986  to  1990. 

In  sunmary,  under  Option  3E,  the  1981  leasing  targets  would  be: 

Option  3E  Leasing  Targets 

DOE  Low         DOE  Medium       DOE  High 
Projections     Projections      Projections 
fie910n-  (MM  Tons)       (MM  tons)        (_MM  tons) 

Powder  River         3,600         5,916  6,378 

1,048 


Green  River- 
Hams  Fork  857  855 


Uinta-South 

west  Utah  99  iQ9 
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Suboption:  To  allow  greater  flexibility  and  to  promote  competition, 
increase  the  Option  3E  leasing  targets  upward  by  an  adjustment  factor 
of _percent. 

Suboption:  Defer  selection  of  final  leasing  targets  until  next  fall 
and  select  the  leasing  targets  above  only  on  a  tentative  basis 
The  tentative  leasing  targets  would  be  announced  for  state  and  public 
comment,  which  would  aid  in  selecting  the  final  targets  next  fall 
when  the  regional  lease  sale  EISs  would  be  begun. 
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Decisions 

Leasing  Target  Options  by  Region 

I.  Powder  River  Region 

Option  1  Make  no  preparations  for  early  1981  lease  sale_ 

Option  2  Prepare  EIS  to  allow  early  1981  lease  sale,  if 
desired,  but  do  not  select  leasing  target 


Option  3A  Hold  early  1981  lease  sales  and  set  a  leasing 
target  to  achieve  1985  production  levels  only. 

low  DOE  projections  (leasing  target  of  0  million 
tons) 

medium  DOE  projections  (leasing  target  of  0  million 

tons) 

high  DOE  projections  (lesing  target  of  0  million  tons) 

Option  3B  Set  leasing  target  to  achieve  1985  through  1987 

production  levels,  with  high  mid-1986  excess  capacity 

assumed. 

low  DOE  projections  (leasing  target  of  0  million  tons) 
-       *         qgZ     ^£^raedium  °°E  Prelections  (leasing  target  of  621  million  tons) 
jTjO  jLj%  high  DOE  projections  (leasing  target  of  1,373  million  tons) 

Option  3C  Set  leasing  target  to  achieve  1985  through  1987 production 

levels,  with  no  mid-1986  excess  capacity  assumed. 

low  DOE  projections  (leasing  target  of  898  million  tons) 

medium  DOE  projections  (leasing  target  of-lj475  million  tons) 

high  DOE  projections  (leasing  target  of  1,594  million  tons) 
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Option  3D  Set  leasing  target  to  achieve  1985  through  1990 
production  levels,  with  high  mid-1986  excess 
capacity  assumed. 

.  low  DOE  projections  (leasing  target  of  1,729  million  tons) 

medium  DOE  projections  (leasing  target  of  5,058  million  tons) 

high  DOE  projections  (leasing  target  of  6,156  million  tons) 

Option  3E  Set  leasing  target  to  achieve  1985  through  1990 

production  levels,  with  no  excess  capacity  assumed. 

low  DOE  projections  (leasing  target  of  3,600  million  tons) 

medium  DOE  projections  (leasing  target  of  5,916  million  tons) 

high  DOE  projections  (leasing  target  of  6,378  million  tons) 

ljp>  Jb>fyjfsuboption  1    To  allow  greater  flexibility  and  to  promote 

competition,   increase  the  leasing  target  chosen 
under  any  of  options  3A-3E  above  by^rfpercent . 

/^y^Cl/^Suboption  2     Defer  selection  of  a  final  lesing  target  to 

t^>  next  Fall  when  the  regional  lease  sale  EIS  would 

be  started.     Announce  the  leasing  target  currently 
selected  under  any  of  options  3A-3E  above  as  a 
tentative  leasing  target,  and  request  public 
comment  on  it  prior  to  selecting  a  final  leasing 
target. 

II'.     Green  River-Hams  Fork  Region 

Option  1     Make  no  preparations  for  early  1981  lease  sale 

Option  2     Prepare  EIS  to  allow  early  1981  lease  sale,   if  desired, 
__  but  do  not  select  leasing  target 

Option  3A  Hold  early  1981  lease  sales  and  set  a  leasing  target 
to  achieve  1985  production  levels  only. 

low  DOE  projections  (leasing   target  of  234  million  tons) 

medium  DOE  projections  (leasing  target  of  316  million  tons) 

,  high  DOE  projections  (leasing  target  of  333  million  tons) 
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Option  3B  Set  leasing  target  to  achieve  1985  through  1987  production 
levels,  with  high  mid-1986  excess  capacity  assumed. 

low  DOE  projections  (leasing  target  of  483  million  tons) 

medium  DOE  projections  (leasing  target  of  531  million  tons) 

high  DOE  projections  (leasing  target  of  619  million  tons) 

Option  3C  Set  leasing  target  to  achieve  1985  through  1987  production 
levels,  with  no  mid-1986  excess  capacity  assumed. 

low  DOE  projections  (leasing  target  of  483  million  tons) 

/<?£/       /gffiZj  medium  DOE  projections  (leasing  target  of  531  million  tons) 

%oUa^^-  high  DOE  projections  (leasing  target  of  619  million  tons) 

Option  3D  Set  leasing  target  to  achieve  1985  through  1990  production 
levels,  with  high  mid-1986  excess  capacity  assumed. 

low  DOE  projections  (leasing  target  of  857  million  tons) 

medium  DOE  projections  (leasing  target  of  855  million  tons) 

high  DOE  projections  (leasing  target  of  1,048  million  tons) 

Option  3E  Set  leasing  target  to  achieve  1985  through  1990  production 
levels,  with  no  excess  capacity  assumed. 

low  DOE  projections  (leasing  target  of  857  million  tons) 

medium  DOE  projections  (leasing  target  of  855  million  tons) 

high  DOE  projections  (leasing  target  of  1,048  million  tons) 

Suboption  1     To  allow  greater   flexibility  and  to  promote 

competition,   increase  the  leasing  target  chosen 
under  any  of  options  3A-3E  above  by percent. 

*/*  ft^1  —  Suboption  2    Defer  selection  of  a  final  leasing  target  to  next 

^  Fall  when  the  regional  lease  sale  EIS  would  be 

started.     Announce  the  leasing  target  currently 
selected  under  any  of  options  3A-3E  above  as  a 
tentative  leasing  target,  and  request  public  comment 
on  it  prior  to  selecting  a  final  leasing  target. 
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III.  Uinta-Southwestern  Utah  Region 

Option  1     Make  no  preparations  for.  early  1981  lease  sale 

Option  2     Prepare  EI3  to  allow  early  1981  lease  sale,   if  desired, 
but  do  not  select  leasing  target 

Option  3A  Hold  early  1981  lease  sales  and  set  a  leasing  target  to 
achieve  1985  production  levels  only. 

low  DOE  projections  (leasing  target  of  0  million  tons) 

medium  COE  projections  (leasing  target  of  0  million  tons) 

high  DOE  projections  (leasing  target  of  0  million  tons) 

Option3B  Set  leasing  target  to  achieve  1985  through  1987  production 
levels,  with  high  mid-1986  excess  capacity  assumed. 

l0w  DOE  projections  (leasing  target  of  0  million  tons) 

medium  DOE  projections  (leasing  target  of  0  million  tons) 

high  DOE  projections  (leasing  target  of  0  million  tons) 

Option3C  Set  leasing  target  to  achieve  1985  through  1987  production 
levels,  with  no  mid-1986  excess  capacity  assumed. 

low  DOE  projections  (leasing  target  of  25  million  tons) 

medium  DOE  projections  (leasing  target  of  28  million  tons) 

high  DOE  projections  (leasing  target  of  67  million  tons) 

Option  3D  Set  leasing  target  to  achieve  1985  through  1990  production 
levels,  with  high  mid-1986  excess  capacity  assumed. 

low  DOE  projections  (leasing  target  of  0  million  tons) 

medium  DOE  projections  (leasing  target  of  0  million  tons) 

high  DOE  projections  (leasing  target  of  0  million  tons) 


iUlu  HSt 
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Option  3E  Set  leasing  target  to  achieve  1985  through  1990  production 
levels,  with  no  excess  capacity  assumed. 

low  DOE  projections  (leasing  target  of  99  million  tons) 

y^X^medium  DOE  projections  (leasing  target  of  109  million  tons) 


J       0  ,  nign  doe  projections  (leasing  target  of  269  million  tons) 

Suboption  1    To  allow  greater  flexibility  and  to  promote 

competition,   increase  the  leasing  target  chosen 

under  any  of  options  3A-3E  above  by  percent. 

/>SS/)~  Suboption  2     Defer  selection  of  a  final  leasilng  target  to  next 

£>&lL-~ E Fall  ^en  the  regional  lease  sale  EIS  would  be 

started.     Announce  the  leasing  target  currently 
selected  under  any  of  options  3A-3E  above  as  a 
tentative  leasing  target,  and  request  public  comment 
on  it  prior  to  selecting  a  final  leasing  target. 

IV.     Alabama  Region 

Option  1     Make  no  preparations  for  early  1981  lease  sales _ 


4JL  flfeUgptign  2    Prepare  EIS  to  allow  early  1981  le^ef5^  if  desired, 
1      0  "    but  do  not  select  leasing  target^ A>1^ 
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Mr.  Guy  Martin 
Assistant  Secretary 
Land  and  Water  Resources 
Department  of  the  Interior 
Washington,  D.C.   20240 

Dear  Mr.  Martin: 

Enclosed  is  a  working  paper  that  updates  the  1985  and  1990 
coal  production  goals  in  last  year's  "Federal  Coal  Leasing 
and  1985  and  1990  Regional  Coal  Production  Forecasts." 
These  revisions  and  updates  are  made  at  the  Department  of 
the  Interior* s  (DOI)  request,  so  that  DOI's  1980-81  coal 
leasing  program  will  be  designed  around  the  latest  available 
coal  data  and  estimated  production  requirements.  The  revised 
projections  presented  in  the  working  paper  are  consistent 
with  assumptions  and  background  analyses  recently  completed 
for  the  National  Energy  Plan-II. 

If  you  have  any  questions  regarding  the  revised  production 
goals  or  their  applicability  to  the  1930-81  coal  leasing 
proposals,  please  contact  Dr.  Robert  J.  Kalter,  Director, 
Leasing  Policy  Development  Office  (633-9421)  ,  or  Stuart 
Edwards,  Director,  Economic  Analysis  (633-9035). 

Sincerely, 


George  S.  Mc Isaac 
Assistant  Secretary 
Resource  Applications 
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INTERIM  UPDATES  TO  1985  AND  1990  REGIONAL  COAL  PRODUCTION 

FORECASTS 

I.  Introduction 

This  working  paper  describes  interim  updates  made  to  coal 
production  forecasts  originally  presented  in  the  study 
"Federal  Coal  Leasing  and  1985  and  1990  Regional  Coal  Produc- 
tion Forecasts"*  (the  "production  goals"). 

Since  publication  of  the  coal  production  goals  in  June  1978, 
the  Department  of  Energy  (DOE)  has  been  conducting  extensive 
analyses  of  the  energy  system  and  revising  its  energy  fore- 
casts for  the  years  1985,  1990  and  1995.   These  analyses  pro- 
vide background  for  the  National  Energy  Supply  Strategy 
(NESS)  Study  and  more  recently,  the  National  Energy  Plan  -  II 
(NEP-II). 

The  updated  coal  production  forecasts  presented  in  this  work- 
ing paper  revise  and  supersede  the  June  1978  estimates.   The 
revisions  are  made  on  the  basis  of  new  information  and  data 
collected  for  the  DOE  energy  analyses,  and  significant  legis- 
lative events,  e.g.,  passage  of  the  National  Energy  Act,  that 
have  occurred  since  the  original  production  goal  study  was 
completed.   The  analytical  methodology  and  models  used  to 
generate  the  revised  forecasts  are  consistent  with  the  June 
1978  approach.   Several  important  modeling  improvements  are 
employed  in  the  revised  forecasts  and  are  discussed 
subsequently. 

II .  Forecast  Scenarios  and  Assumptions 

As  in  the  original  coal  production  goal  study,  three  scenar- 
ios are  structured  to  provide  a  range  of  planning  estimates 
for  1985  and  1990  coal  production.   These  scenarios  provide 
production  projections  that  bracket  the  range  of  reasonable 
expectations.   It  is  very  unlikely  that  events  will  conform 
exactly  to  any  scenario.   However,  it  is  not  expected  that 
circumstances  will  combine  to  generate  coal  production 
requirements  lower  than  that  indicated  by  the  "low"' case,  or 
higher  than  indicated  by  the  "high"  case.   Accordingly,  the 
low  and  high  forecasts  are  selected  to  bound  the  range  of 
reasonable  expectations,  with  the  mid-range  scenario  repre- 
senting a  "more  likely"  estimate. 

Table  1  shows  the  basic  assumptions  that  underlie  each 
scenario.   Many  of  these  assumptions  are  changed  from  those 


"Federal  Coal  Leasing  and  1985  and  1990  Regional  Coal 
Production  Forecasts",  Leasing  Policy  Development  Office, 
U.S.  Department  of  Energy,  1978. 


Table  1 
Assumptions  for  Regional  Coal  Production  Scenarios 


LOW 


Mid-Ranoe 


1.       World  Oil  Prices: 
(Landed  U.S.  price 
in  1978  dollars) 


2.  Natural  Gas: 

3.  Coal  labor  Costs: 

4.  Coal  Capital  Costs: 

5.  Transportation  Costs: 

6.  Nuclear  Capacity: 


Constant  to  1985,  then 
increase  at  4.3%  per 
year  to  1990,  and  4.91 
per  year  thereafter. 


High 

Constant  to  1981,  then 
increase  at  9.4%  per 
year  to  1985,  1-8%  to 
1990,  and  6.0  thereafter. 


1985: 
1990: 


$15.00/bbl 
518 . 50/bbl 


1985: 
1990: 


$21.50/bfcl 
$23. 50/bbl 


Prices  according  to  Natural  Gas  Policy  Act  until  1985, 
decontrolled  thereafter. 

Known  increases  through  1981,  decreasing  to  0 
real  increase  by  1985. 


Mean  of  1978  costs. 

15%  real  increase  over  1978  rates  by  198: 
thereafter. 


Constant 


Reactors  with  construction  permits  are  built  within 
82  months,  and  second  units  ccnpleted  according  to 
utility  plans  for  reactor  sequencing. 


1985: 
1990: 


102  GW 
147  GW 


7.  Environmental  Regulations 

Utilities 
Industrial: 

8.  Coal  Conversion  - 

Utilities: 


ESECA: 


9.       tecro— economic 
forecasts: 


10.     Coal  Exports: 


FGD:     85%  removal  to  .67  lb. /10s  BTU. 

For  post-1981  boilers  greater  than  100  X  106  ETU/hr., 
full  scrubbing  and  electro-static  precipitation. 


High  Fixed  capital  charge 
factor  -  reduces  build- 
ing new  coal  fired  base 
load  plants 


New  oil  must  pass  130% 
life  cycle  cost  test. 
No  new  gas.     Total  gas 
no  more*  than  20%  of  197 
usage,  by  region. 


Assume  all  conversions  to  coal  occur  by  1985. 


Low 


Hid -Range 


DRI  TRJMDLCNG-1995,  modified  to  be  consistent 
with  world  oil  prices.     Average  annual  growth 
rates  for  real  GNP  are:     4.1*  for  1977-80;  3.6% 
for  1980-85;   3.0%  for  1985-90;  2.9%  for  1990-95. 

1985:     74  million  TPY 

1990:     81  million  TPY 


in  the  previous  production  goal  study.   The  remainder  of  this 
section  describes  the  new  assumptions  and  how  they  differ 
from  the  previous  report.   In  general,  assumption  changes 
reflect  more  recent  events  or  new  information,  or  that  origi- 
nal assumptions  are  now  inconsistent  with  scenario  defini- 
tions adopted  by  DOE  for  NEP-II  analyses. 

The  world  oil  price  assumptions  used  for  these  revised  coal 
projections  have  been  changed  to  conform  with  price  assump- 
tions adopted  for  the  NEP-II  analysis.   The  low  and  mid-range 
cases  assume  that  oil  prices  will  increase  at  4.5  percent  per 
year  to  1990  and  then  at  4.7  percent  per  year  thereafter. 
The  1985  price  for  the  low  and  mid-range  case  is  $15.00  per 
barrel  (1978  dollars);  the  1990  price  is  $19.50.   Similarly, 
oil  prices  for  the  high  case  are  assumed  to  increase  at  9.3 
percent  per  year  to  1985,  then  at  1.9  percent  to  1990,  and 
6.1  percent  thereafter.   Consequently,  for  the  high  scenario 
the  price  in  1985  is  $21.50,  and  $23.50  in  1990. 

Comparing  these  new  price  assumptions  with  those  used  'pre- 
viously, the  low  and  mid-range  cases  assume  prices  slightly 
higher  than  last  year's  low  case,  while  the  high  case  price 
trajectory  is  now  approximately  equivalent  to  last  year's 
mid-range  case.   That  is,  the  low  price  trajectories  have 
been  raised  somewhat,  while  the  high  price  trajectory  is 
reduced  to  a  level  that  approximates  last  year's  mid-range 
assumption.   The  revised  coal  projections  (discussed  in  the 
next  section)  demonstrate  the  same  general  characteristics: 
the' low  case  projects  coal  demand  somewhat  higher  than  last 
year's  low  case,  while  the  high  case  projects  coal  demand  at 
a  level  almost  300  million  tons  per  year  (MTPV)  lower  than 
last  year' s  high. 

All  scenarios  assume  that  natural  gas  prices  conform  to  the 
National  Gas  Policy  Act  (NGPA)  passed  in  1978.   The  NGPA 
allows  the  wellhead  price  of  new  gas  to  increase  in  fixed  in- 
crements until  1985  when  all  new  gas  is  deregulated.   The 
same  price  controls  are  extended  to  new  intrastate  gas. 
Also,  incremental  pricing  is  imposed  on  industria-l  gas  users, 
with  a  cap  price  set  at  the  regional  BTU  equivalent  price  of 
distillate  fuel.   These  provisions  are  not  significantly  dif-- 
ferent  from  those  contained  in  the  Senate  conferee  proposals 
of  April  1978,  which  were  previously  assumed  for  the  mid- 
range  and  high  cases.   However,  they  are  a  departure  from  the 
original  low  case,  which  assumed  continued  existing  regula- 
tions on  natural  gas.   Accordingly,  gas  prices  for  the  low 
case  under  the  new  NGPA  provisions  are  somewhat  higher. 

Coal  labor  "costs  used  in  the  revised  projections  reflect 
known  contract  increases  through  1981,  with  the  annual  in- 
crease reduced  incremently  to  zero  by  1985.   Coal  capital 


costs  represent  the  mean  of  actual  1978  capital  costs  with  no 
real  increase  assumed. 

Coal  transportation  costs  for  all  scenarios  are  slightly  in- 
creased over  the  previous  estimates.   The  current  assumption 
increases  current  costs  by  15  percent.   This  reflects  a 
belief  that  capital  requirements  for  new  equipment  and 
roadbed  improvements  will  necessitate  significant  increases 
Over  current  rates;  i.e.,  approximately  15  percent,  but  that 
beyond  1985  there  will  be  no  real  rate  increases. 

Nuclear  capacity  build  limits  for  electricity  generation  are 
equivalent  to  the  previous  "high"  case  assumption  for  1985 
(currently,  102  GW  capacity  by  1985),  but  are  lower  than  last 
year's  "low"  case  assumption  for  1990  (currently,  147  GW 
capacity  by  1990).   This  generally  reflects  greater  certainty 
regarding  what  will  be  in  commission  by  1985,  but  consider- 
able uncertainty  about  additions  beyond  what  is  currently 
permitted  for  construction  by  1990. 

Growth  in  the  demand  for  electricity  is  determined  endogen- 
ously  by  the  forecasting  procedures,  rather  than  specified 
exogenously  and  used  to  drive  the  projections  as  was  the  case 
in  the  previous  study.   Thus  it  does  not  appear  as  an 
assumption.   The  resulting  electricity  growth  rates  are 
discussed  with  the  revised  projections. 

A  modified  DOE  proposal  for  utility  air  quality  standards  is 
assumed  for  all  current  scenarios.   The  proposal  requires  85 
percent  SO2  removal  to  .67  lbs. /mill  ion  BTU,  on  an  average- 
annual  basis.  This  is  partial  scrubbing.   For  industrial 
boilers  larger  than  10  MW  capacity,  FGD  is  required  to 
achieve  .55  lb. /million  BTU.   Below  10  MW  capacity,  1.2 
lb/million  BTU  is  permitted,  which  can  generally  be  achieved 
by  burning  low  sulfur  coal. 

The  assumptions  for  coal  conversion  in  the  utility  sector  are 
changed  significantly  from  those  previously  used..  -The  mid- 
range  and  high  cases  assume  that  all  new  oil-fired  plants 
must  pass  a  130  percent  full  life  cycle  cost  test.   No  new 
gas-fired  plants  are  permitted,  and  gas  consumption  in 
existing  gas  boilers  must  be  reduced  to  no  more  than  20  per- 
cent of  the  1976  consumption  levels,  imposed  by  region. 
Also,  regulatory  reform  initiatives  —  peak  load  pricing  -- 
are  assumed  to  result  in  approximately  2  percent  improvement 
in  the  average  system  load  factor  by  1985,  and  an  additional 
2  percent  improvement  by  1990. 

The  low  case  assumes  that  state  utility  regulatory  commis- 
sions are  far  less  flexible  in  allowing  rate  increases  to 
build  new  coal  fired  base  load  plants.   This  is  simulated  by 
imposing  a  higher  fixed  capital  charge  factor  on  decisions  to 


build  new  coal  plants.   Also,  the  peak  load  pricing  improve- 
ments in  the  mid-range  and  high  cases  are  not  assumed  to 
materialize  for  the  low  case.   While  these  assumptions  change 
overall  electricity  demand  slightly,  they  are  more  instrumen- 
tal in  altering  the  character  of  base  load  generating  equip- 
ment, significantly  impacting  coal  consumption  estimates. 

All  scenarios  are  based  on  the  DRI  TRENDLONG-1995  macroeco- 
nomic  forecast  for  the  U.S.  economy.   For  each  case,  the 
forecast  has  been  modified  to  make  the  energy  feedback  rela- 
tionships operate  on  energy  prices  consistent  with  the  under- 
lying oil  price  assumptions. 

Coal  export  assumptions  have  changed  but  do  not  vary  signifi- 
cantly from  the  previous  estimates.   However,  coal  consump- 
tion for  synthetic  fuels  is  no  longer  specified  exogenously. 
Current  modeling  procedures  explicitly  represent  the  eco- 
nomics of  emerging  synthetic  technologies  and  forecast  their 
consumption  of  coal  accordingly.   Projected  synthetic  demand 
for  coal  is  discussed  with  the  revised  projections.   In 
general,  synthetic  demand  for  coal  is  considerably  lower  than 
previously  assumed. 

III.  Discussion  of  Revised  Production  Goals 

Table  2  presents  the  regional  distribution  of  coal  production 
that  is  projected  under  each  scenario  for  1985  and  1990. 
Table  3  details  western  coal  production  by  states,  and  where 
appropriate,  regions  within  states.   This  section  discusses 
important  aspects  of  these  projections. 

The  three  scenarios  for  1985  track  very  closely  to  the  fore- 
casts in  last  year's  production  goal  report.   The  low  case  is 
approximately  16  million  tons  per  year  (MMTPY)  lower  than 
last  year's  low,  while  the  high  case  is  approximately  100 
MMTPY  lower  than  last  year's  high.   The  difference,  in  the 
low  case,  is  not  attributable  to  any  particular  region  — 
there  are  numerous  regional  adjustments.   However,  in  the 
1985  high  case  the  bulk  of  the  difference  is  accounted  for  by 
lower  production  in  the  Northern  Great  Plains  and  are  largely 
attributable  to  the  assumed  lower  oil  prices. 

For  the  1990  scenarios,  the  revised  projections  generally 
narrow  and  lower  the  range  of  coal  production  requirements. 
The  high  case  is  300  MMTPY  lower  than  last  year's  high  case. 
Most  of  this  is  attributable  to  the  dramatically  lower  world 
oil  price  assumed  for  the  1990  high  situation:   $23.50  in 
1978  dollars,  versus  $30.00  in  1975  dollars  for  last  year's 
high  case  (which  is  equivalent  to  $35.70  in  1978  dollars). 
However,  it  should  be  remembered  that  the  high  case  and  all 
supply  curves  on  which  it  is  based  reflect  a  price  trajectory 
that  is  growing  rapidly  to  a  backstop  oil  price  of  $35.00. 


Table  2 

REGIONAL  COAL  PRODUCTION 
(million  tons  per  year) 


1977 
Actual* 

1985 

1990 

Region 

Low 

Medium 

High 

Low 

Medium 

High 

Northern  Appalachia 

173.0 

175.5 

176.4 

184.8 

220.1 

247.5 

275.7 

Central  Appalachia 

195.5 

242.0 

247.8 

247.4 

225.2 

225.1 

227.7 

Southern  Appalachia 

21.2 

18.3 

18.4 

18.4 

12.4 

12.4 

12.4 

Total 

369.7 

435.8 

442.4 

450.6 

457.7 

485.0 

515.8 

Midwest 

132.7 

222.6 

222.5 

249.7 

266.1 

290.5 

308.8 

E.  No.  Gt.  Plains 

12.5 

24.9 

27.7 

27.7 

32.2 

32.2 

32.2 

W.  No.  Gt.  Plains 

73.9 

178.3 

196.8 

217.4 

375.6 

503.3 

551.0 

Total 

86.4 

203.2 

224.5 

245.1 

407.8 

535.5 

583.2 

Central  West 

13.7 

11.9 

11.9 

11.9 

12.0 

11.9 

12.7 

Gulf 

16.8 

41.1 

70.2 

70.2 

71.8 

71.8 

71.8 

Rockies 

20.7 

33.9 

35.1 

34.0 

44.0 

41.2 

50.9 

Southwest 

22.7 

19.7 

19.7 

20.2 

21.4 

22.8 

28.6 

Northwest 

5.0 

6.1 

6.1 

6.1 

6.1 

6.1 

6.1 

Total 

78.9 

112.7 

143.0 

142.4 

155.3 

153.8 

170.7 

Total  U.S. 

687.7 

974.3 

1032.6 

1087.8 

1286.7 

1464.6 

1577.8 

<Tl 


*  Preliminary  estimates. 


Table  3 

WESTERN  COAL  PRODUCTION  BY  STATES 
(million  tons  per  year) 


1985 


1990 


Region 


Low  Medium 


High 


E.  No.  Gt.  Plains: 

No.  Dakota 
S.  Dakota 
E.  Montana 

24.0 
.4 

.5 
24.9 

26.7 
.5 
.5 

27.7 

26.7 
.5 
.5 

27.7 

W.  No.  Gt.  Plains: 

■ 

61.0 

60.5 

56.8 

178.3 

77.4 

60.2 

59.2 

196.8 

Powder  River  Basin 
W.  Montana 
Wyoming 

Other  Wyoming 

93.9 

63.4 

60.1 

217.4 

Colorado 

23.8 

24.7 

23.9 

Utah 

10.1 

10.4 

10.1 

New  Mexico 

12.3 

12.3 

12.8 

Central  West 

11.9 

11.9 

11.9 

Gulf 

41.1 

70.2 

70.2 

Arizona 

7.4 

7.4 

7.4 

Northwest 

6.1 

6.1 

6.1 

Low 

Medium 

High 

31.1 

31.1 

31.1 

.6 

.7 

.6 

.5 

.5 

.5 

32.2 


196.2 
95.7 
83.7 

375.6 

32.7 
11.3 
14.0 
12.0 
71.8 
7.4 
6.1 


32.3 


280.3 

137.4 

85.6 

503.3 

30.3 

10.9 

15.4 

11.9 

71.8 

7.5 

6.1 


32.2 


310.9 

148.5 

91.6 

551.0 

37.9 

13.0 

20.7 

12.7 

71.8 

7.9 

6.1 


Comparing  the  coal  production  forecasts  on  a  state  basis, 
there  are  several  important  differences  that  result  from 
data  changes  made  since  the  previous  production  goal  study. 
One  affects  the  economics  of  coal  production  in  the  southwest 
(New  Mexico  and  Arizona)  and  the  Rockies  (Utah  and^ Colorado) . 
Assumptions  regarding  the  marginal  overburden  ratio  (this  is 
the  overburden  ratio  for  the  most  economical  seams)  have  been 
made  to  most  coal  types  for  these  states,  generally  adjusting 
them  upward.   This  tends  to  make  coal  production  more  costly. 
The  change  is  particularly  noticeable  in  New  Mexico  where  a 
marginal  overburden  ratio  of  5  to  1  had  been  assumed,  but 
where  recent  data  (DOE/EIA  Form  7  reports  from  coal  opera- 
tors) indicate  that  actual  average  overburdens  in  the  neigh- 
borhood of  12/1  are  more  representative.   This  results  in  a 
dramatic  drop  in  New  Mexico  coal  production  when  compared  to 
last  year's  forecasts. 

Utah  is  the  other  state  where  large  percentage  changes  in  the 
projected  coal  production  have  occurred.   This  year's  model- 
ing procedures  do  not  "force"  production  from  Utah.   The  1978 
goal  methodology  set  Utah  production  (and  production  for  sev- 
eral other  states)  at  levels  believed  to  represent  industry 
reported  levels  of  committed  production.   In  contrast,  this 
year's  estimates  reflect  only  what  the  forecasting  model  cal- 
culates as  the  highest  economic  level  of  production,  given 
coal  reserve  characteristics  and  transportation  costs  to  con- 
suming regions.   However,  because  reserve  data  for  Utah  i's 
notoriously  bad  (in  particular,  a  great  deal  of  known  Utah 
coal  has  never  been  classified  as  to  overburden,  coal  rank, 
or  sulfur  content)  it  may  be  that  operators  plan  to  mine  coal 
that  has  not  been  included  in  the  reserve  data  on  which  these 
projections  are  based. 

The  demand  for  coal  for  use  in  synthetic  fuel  conversion  pro- 
cesses is  now  modeled  explicitly,  rather  than  determined 
independently  and  added  into  the  forecasts  (as  was  done  in 
the  1978  study).   "Synthetic"  demand  for  coal  (MMTPY)  in  the 
revised  estimates  is  as  follows: 

1985  1990 


Low   Mid-range   High       Low   Mid-range  ,  High 

Coal  Demand  11.8     11.8      12.6       26.2     28.0      43.1 

Comparing  this  year's  results  with  previous  estimates,  the 
1985  projections  for  synthetic  coal  demand  never  get  much 
greater  than  the  12  MMTPY  figure  previously  used  for  the  low 
case.  -The  difference  is  more  dramatic  in  the  1990  projec- 
tions.  Last  year's  projections  estimated  110,  55,  and  25 
MMTPY  for  the  high,  mid-range,  and  low  cases  respectively. 
The  revised  high  case  constitutes  more  than  a  65  MMTPY  reduc- 
tion in  coal  demand  for  use  in  synthetic  conversion 
processes. 


A  final  note  about  electricity  growth  rates  inherent  in  these 
projections.   As  previously  mentioned,  the  manner  in  which 
electricity  growth  is  modeled  represents  a  distinct  change 
from  the  methodology  used  for  the  1978  production  goal  study. 
The  revised  forecasts  are  the  result  of  a  modeling  method- 
ology that  determines  electricity  growth  simultaneously  with 
the  demand  for  coal  as  well  as  the  demand  for  all  other 
energy  resources.   Consequently,  electricty  growth  rate 
assumptions  are  not  an  exogenously  specified  input  to  these 
revised  forecasts.   Electricity  growth  rates  (1977  to  1985) 
for  the  1985  forecasts  are  approximately  4.45  percent  per 
year  for  the  low  and  mid-range  cases,  and  4.73  percent  for 
the  high  case.   Electric  growth  rates  (1977  to  1990)  for  the 
1990  low  case  is  4.25  percent,  and  for  the  mid-range  and  high 
cases  is  4.45  percent. 

IV.   Sensitivity  to  Selected  Assumptions 

Sensitivity  analyses  were  made  to  determine  whether  the 
demand  for  electricity  depended  heavily  on  coal  production  or 
transportation  costs.   One  case  increased  coal  transportation 
costs  by  one  standard  deviation.   The  results  showed  little 
sensitivity  to  this  increase:   coal  demand  in  the  Western 
Northern  Great  Plains  dropped  approximately  20  MMTPY,  while 
the  national  total  dropped  only  9  MMTPY  (from  the  mid-range 
case).   Another  case  examined  sensitivity  to  increased  elec- 
tricity costs  for  the  industrial  sector.   This  did  little  to 
reduce  overall  electricity  demand.   Consequently,  price  in- 
creases, either  for  the  delivered  price  of  coal  or  for  indus- 
trial electricity,  seem  to  have  little  impact  on  reducing 
electricity  growth  and  materially  reducing  the  demand  for 
coal.   Rather,  the  greater  impact  appears  to  be  through  regu- 
latory decisions  that  determine  whether  additional  coal  fired 
base  load  capacity  is  built.   Hence  the  selection  of  a  "pes- 
simistic" regulatory  case  to  represent  low  coal  demand. 

The  current  assumptions  regarding  utility  environmental  emis- 
sion standards  represents  a  less  strict  requirement  than  that 
currently  proposed  by  the  Environmental  Protection  Agency 
(EPA).   Although  the  impact  on  coal  demand  caused  by  a  full- 
scrubbing  requirement  was  not  specifically  modeled,  related 
analyses  indicate  that  the  stricter  standard  could  reduce 
Western  Northern  Great  Plains  demand  approximately  10  MMTPY, 
probably  no  more  than  20  MMTPY.   Recognize  that  sensitivity 
to  environmental  standards  is  highly  dependent  on  assumed 
scrubber  costs,  rail  transportation  charges,  and  oil  prices. 
There  are  likely  combinations  of  these  factors  that,  given  a 
requirement  for  full  scrubbing,  could  increase  coal  demand  in 
the  Western  Northern  Great  Plains.   For  example,  high  rail 
transportation  costs  could  increase  the  deliverence  cost  per 
ton  to  the  point  where  high-BTU  coal  becomes  the  cheapest 
resource,  on  a  delivered  BTU  basis.   Thus,  increased  demand 
for  higher-BTU  coal  from  the  Western  Northern  Great  Plains 
could  offset  reduced  demand  for  low-sulfur  sub-bituminous. 


10 


Final  EPA  regulations  on  emission  standards  are  due  by  June 
1979,  and  it  is  likely  that  the  emission  levels  required  by 
these  regulations  will  be  known  within  several  weeks.   Hence, 
"fine  tuning"  the  estimated  impact  of  these  regulations  on 
coal  demand   (beyond  the  levels  currently  assumed)  should  be 
undertaken  when  the  actual  standards  are  known. 

V.   Summary 

This  working  paper  presents  and  describes  revised  coal  pro- 
duction goal  planning  estimates.   These  revisions  are  based 
on  analyses  performed  in  the  last  six  months  for  the  NEP-II. 
Scenario  assumptions  for  these  revised  production  goals  have 
been  altered  from  those  used  in  the  1978  study,  when  neces- 
sary, to  conform  with  NEP-II  planning  assumptions. 

The  1985  revised  forecasts  conform  closely  to  projections  in 
the  1978  study,  while  the  1990  forecasts  generally  narrow  the 
range  between  the  low  and  the  high  case.   Although  the 
national  level  forecasts  are  not  significantly  different, 
there  are  several  important  regional  shifts.   These  are 
largely  the  result  of  new  data  and  information,  and  are 
explained  in  the  discussion  of  results. 
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